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HE NATION’S 1,000 largest manufacturing com- 

panies reduced their appropriations for new plant 

and equipment to $1.8 billion in the third quarter 
of this year. This rate of appropriation approvals was 
not only lower than in the first half of this year, but 
lower than in the third quarter of 1956. Only part of 
this loss, therefore, can be considered as seasonal. The 
balance points to a further loss of momentum, continu- 
ing the downtrend of the second quarter. 

Continued deceleration in the appropriation patterns 
of large manufacturing industry is also evident in new 
appropriations compared with capital commitments or 
expenditures. Third-quarter outlays for plant and equip- 
ment again exceeded actual appropriations, as in the 
previous quarter. As a result appropriation backlogs 
were down further than in any quarter since 1955: 

e At the start of the third quarter, the appropriations 


backlog was estimated at $10.0 billion for the top 1,000 
manufacturing companies 
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CAPITAL APPROPRIATIONS: A FURTHER 
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© To this was added $1.8 billion in new appropriations 
bringing the total available for use during the quarter to 
$11.8 billion 

© Of this total, $3.0 billion was either spent or com- 
mitted, and $0.1 billion canceled 

© This left a balance, or backlog, of $8.7 billion at the 
end of September, 1957 


Reports were submitted by 559 companies, still 
another new high in industry cooperation with the sur- 
vey. These reporting companies accounted for 73% of 
the assets of the top 1,000 manufacturing companies. 

This is the sixth quarterly report in a continuing 
series of quarterly reports on capital appropriations con- 
ducted by THE ConFERENCE BoarD with the financial 
sponsorship of Newsweek magazine.! The numerical data 
in the present report supersede those of the earlier re- 


1'The initial study, presented in The Conference Board Business 
Record for October, 1956, described in detail the broad purposes of 
shis survey, the techniques employed, and the major limitations 
turrounding the results 
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Appropriations Down, Spending Firm 
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ports. This is because of revisions, primarily in the sec- 
ond quarter of this year; the inclusion of additional 
companies; and a slight change in the composition of the 
reporting companies. It should be emphasized, however, 
that the tables and calculations presented in this report 
are based upon identical company returns for all quar- 
ters to ensure consistency. 


Appropriations Decline 


The 499 companies furnishing information for all 
quarters to date—all of 1955, 1956 and the first three 
quarters of 1957—reported a 31% decline in appropria- 


tions newly approved in the third quarter of this year 
as compared with a year earlier. This most recent year- 
to-year decline exceeded that reported in the second 
quarter. It was the largest of the seven possible year-to- 
year quarterly comparisons. 

The decline reported in the previous quarter was in 
part a function of the comparison with the peak of 1956. 
Now the comparison is with the third quarter of last 
year, the low point of the past two years. The “caution 
signals” flashed in the previous survey report thus burn 
more brightly throughout the third quarter. The invest- 
ment boom, at least in the manufacturing sector of the 
economy, is topping out, bringing with it a prospective 
decline in expenditures. 

During the quarter, the 499 reporting companies re- 
ported a $1.0-billion decline in appropriation backlogs. 
This was in addition to the $0.6-billion decline previ- 
ously reported for the second quarter. During the third 
quarter of 1956, the backlog decline had been only $0.3 
billion. Of the seven backlog comparisons now available, 
the current third-quarter decline represents the first 
sizable fall since the capital boom began in early 1955. 


Prospective Decline in Outlays? 


These findings point to a decline in capital outlays 
beginning early next year. Thus far, through the third 
quarter of this year, no decline in actual capital outlays 
has been evident. However, the declines in appropria- 
tions of the past two quarters strongly suggest that the 
current peak levels of capital spending will not be 
continued. 

The reported drop in appropriation approvals for 
recent quarters is consistent with the preliminary survey 
of annual capital budgets made in October-November 
by the McGraw-Hill organization. The 16% drop in 
otal manufacturing plans for capital spending in the 
year 1958 compared with this year was foreshadowed in 
our previous report: “Considering the average of these 
three peak quarters (the fourth quarter of 1955 and the 
first half of 1956) and the subsequent four quarters— 
third of 1956 through second of 1957—the seasonally 
adjusted decline in the rate of new appropriations is 
reduced to about one sixth.’’! 

Our current survey implies that the prospective de- 
cline in capital outlays by manufacturing firms may 
continue through next year. On the basis of the appro- 
priations thus far approved in 1957, there are no signs 
of a turnaround in their spending next year. 

Since the appropriations survey, as well as other sta- 
tistics, point to a more than nominal decline in capital 
spending next year, some historical perspective may be 
helpful. In the 1948-1949 and 1953-1954 business reces- 


1 The Business Record, September, 1957, p. 404 
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sions, total private capital spending fell 18% and 5%, 
respectively. In these two previous recessions, the basic 
readjustment was initiated in the inventory sector, with 
some help from the post-Korean cutbacks in defense 
spending in the latter cycle. The current change in 
trend seems to have begun in the investment sector. 

It should be recalled that even in the 1948-1949 in- 
ventory recession, there were four quarters of decline 
before a rise in capital spending was evident in the first 
quarter of 1950. In 1953-1954, there were six quarters of 
decline before the upturn in the second quarter of 1955. 
At least in the postwar record, there has been no evi- 
dence that once a decline in capital spending sets in, it 
will last one or two quarters and then change direction. 

Sobering as these figures are, there still remains con- 
siderable strength in the capital goods sector. While 
backlogs are down from 1956, they are substantially 
higher than in 1955. Also, even assuming that the fall of 
one sixth in all manufacturers’ capital spending, as re- 
ported by McGraw-Hill, takes place, the resulting 
annual total for 1958 would be significantly higher than 
in 1955. 


Cutback More Than Seasonal 


Quarter-to-quarter changes can be appraised either 
through analysis of such changes in each of the several 
years for which data are available, or through applica- 
tion of formal seasonal adjustment factors. Both ap- 
proaches suggest that the decline in new appropriation 
approvals in the third quarter was greater than seasonal. 

First, consider the absolute changes from quarter to 
quarter. In 1957, the 32% decline from the second to 
third quarters was larger than the decline over the same 
quarters of last year, as can be seen from the following 
quarter-to-quarter percentage changes: 

I-II U-Ul I-IV IV-I 
7 a a a a a a re ae ieee | 


Allmfg. —17 —23 —43 2 —29 —32 28 17 34 §1 
Durables 4 —11 —26 7 —49 —45 29 72 iI1 g 
Non- 

durables —33 —34 —53 —4 —4 —20 28 —18 65 117 
Excl. oil 


Allmfg. 4-12-30 8-80-83 83 2 13 16 


durables 6 —16 —38, 10 11 —1l1 43 —28 18 48 


In the third quarter of last year the rate of new appro- 
priation approvals fell sharply, partly as a consequence 
of the steel strike. In fact, the drop from the second to 
third quarters this year in appropriations approved by 
the durables industries was less than the drop over the 
same period last year. However, for the nondurables 
group, the fall in the rate of approvals from the second 
to third quarters of this year was significantly lower than 
the modest decline of last year. 

Since the petroleum group represents the prime ex- 
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Bird’s-eye View 


The third-quarter appropriations survey corroborates 
and reinforces the conclusion advanced in the previous 
report three months ago: “Around the turn of the year 
a downward tilt in manufacturers’ capital spending 
may become evident.” The 29% decline from the second 
quarter of 1956 to the second quarter of 1957 has been 
followed by a further drop of 31% in newly approved ap- 
propriations from the third quarter of 1956 to the third 
quarter of 1957. Companies furnishing information for 
all quarters of 1955, 1956 and 1957 to date total 499. 

The 29% decline in new appropriations reported by 
durables companies in the third-quarter comparison 
represents the fifth successive quarter in which their 
appropriation approvals were below the same period a 
year earlier. The 33% decline reported in the third 
quarter by the nondurables group was the deepest of the 
seven year-to-year comparisons now possible. Gains 
in new appropriations were reported by the food and 
beverage industry and by the rubber industry. Iron and 
steel also posted a gain, but this was affected by the low 
third quarter of 1956, the strike period. 


Backlogs Also Drop 


With declining appropriations and a peak plateau in 
expenditures, the backlog of outstanding appropria- 
tions at the end of the third quarter of 1957 was 11% 
lower than a year ago (the drop in durables backlogs 
was 15%, in nondurables 6%). At the end of September, 
the level was still substantially higher than two years ago. 


Relationship to Profits and Liquidity 

The appropriation trends are associated with trends 
in manufacturing profits and margins. Undistributed 
profits have also declined and liquidity has continued 
the downward trend begun in 1956. Preliminary third- 
quarter profit comparisons are up over 1956, owing 
mostly if not entirely to the third-quarter-1956 steel 
strike. 


Outlook 


The further decline in new appropriations foreshadows 
a prospective decline in capital outlays by manufactur- 
ing industry which may continue through the year. The 
deeper declines in new appropriations by durables manu- 
facturing companies suggest their 1958 spending may 
fall more than in that of the nondurables group. Back- 
logs are being used up by continued high rates of spend- 
ing. But they are still 31% higher than in 1955, indicat- 
ing considerable strength in the capital goods market. 

An encouraging feature of this report is the fact that 
cancellations were lower than in the corresponding 
period a year ago. This suggests that planning for 
capital spending, which has taken the form of lower 
appropriations, has not yet taken the form of widespread 
cancellations. 

This report is the sixth in the series on the continuing 
quarterly survey of capital appropriations of the 1,000 
largest manufacturing companies, conducted by THE 
ConFERENCE Boarp with the financial sponsorship of 
Newsweek magazine. (Reprints of the earlier reports are 
available upon request.) 
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Backlogs Lose Ground as New Appropriations Slip 


BACKLOGS 
THIRD QUARTER, 1957 
OVER 
THIRD QUARTER, 1956 


PRIMARY IRON ANO STEEL 


RUBBER 
FABRICATED METAL PRODUCTS 


PETROLEUM 


NONELECTRICAL MACHINERY 


MISCELLANEOUS NONDURABLES 


FIRST THREE QUARTERS,1956 


Based upon 499 respondent manufacturing companies. See Table 4 


ample, in dollar terms, of companies who resort to an- 
nual first-quarter appropriations, their appropriations 
can be removed to isolate this pronounced seasonal 
influence. Even excluding the oil companies, the nondur- 
ables’ appropriations declined this year from the second 
to third quarters, in contrast to a rise over the same 
quarters in 1956 and 1955. 

Preliminary seasonal adjustment factors have been 
prepared from the published information from 1955 to 
date, supplemented by unpublished quarterly data sub- 
mitted by a smaller group of companies for 1953 and 
1954. Seasonal factors obtained from fewer than twenty 
quarters must necessarily be treated with caution. How- 
ever, if due allowance is made for the possible errors 
introduced by these preliminary seasonal factors, addi- 
tional insights can be obtained.! 

The peak in the seasonally adjusted rate of new ap- 
propriations was reached in the first half of 1956 (see 
chart). The decline of the second half of 1956 was fol- 
lowed by a rise in the first quarter of 1957. Subse- 
quently, the trend has been downward. In the second 
_ |The seasonal factors were computed separately for the following 
industries: petroleum, iron and steel, electrical machinery, nonelec- 


trical machinery, and fabricated metal products. For the present, the 


new appropriations in the remaining industries have not been cor- 
rected for seasonal variations 
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quarter of 1957 the rate fell to the level of the second 
quarter of 1955. In the third quarter of 1957, the decline 
continued to a level below that of any quarter of 1955. 
The seasonally adjusted rate of new appropriations in 
the four quarters beginning with the third quarter of 
1956 was one-sixth lower than in the previous three peak 
quarters of 1955-1956. In the third quarter of 1957, the 
adjusted rate of appropriation approvals was some 30% 
lower than the reduced level of III-1956 to II-1957. 


Nondurables Down, Too 


The further decline in the third quarter occurred both 
in the durables and nondurables group (see chart). In 
the durables industries, the rate of appropriations was 
lower than in any quarter since the beginning of 1955. 
Further, the adjusted rate in the most recent quarter 
was down by a third from the average level of the four 
quarters III-1956 to II-1957. The pattern of decline, 
first evident in the hard-goods industries, thus continued. 

The trend of adjusted appropriation approvals for the 
nondurables industries was obscured by the sharp rise in 
the first quarter of this year, which had been preceded 
and was followed by a quarter of decline. However, the 
continued fall in the third quarter to the level of the 
first half of 1955 now suggests that the pattern of de- 
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cline first clearly evident for the durables group has 
characterized the soft-goods group as well. In the second 
and third quarters of 1957, the seasonally corrected rate 
of appropriations for the nondurables group was down 
about a fourth from the average level of the previous 
six quarters. However, these declines in new appropria- 
tions in the second and third quarters of this year should 
be viewed in the perspective of the high appropriation 
rates of the previous six quarters. This contrasts with 
the durables group where the most recent declines fol- 
lowed an earlier period of downward trend. 


High Spending Melts Backlogs 


The rate of new appropriations in the third quarter, 
as in the second, was below the rate of capital spending 
(see chart). Correcting the cancellation figures for sea- 
sonal variation, and then subtracting the seasonally ad- 
justed cancellations and capital expenditures from the 
adjusted appropriation total for the quarter will yield a 
seasonally corrected change in backlogs, expressed en- 
tirely in terms of expenditures. On this basis, then, the 
decline in unspent backlogs during the third quarter was 
almost twice that of the second quarter. Cumulating the 
increases in unspent backlogs beginning with the first 
quarter of 1955, the second-quarter-1957 decline repre- 
sented about 10% of the change in backlogs of the 
previous nine quarters. The third-quarter-1957 drop 
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totaled about 20% of this cumulative rise. This means 
the backlog drop in the second and third quarters of 
1957 has wiped out almost 30% of the increase in back- 
logs from the first quarter of 1955 through the first 
quarter of 1957. 

The average lead time between the appropriation and 
the ensuing expenditure is longer for the durables group 
than for the nondurables industries (see section below on 
backlog rates). Thus the total cumulative backlog in- 
crease during 1955 and 1956 for the hard-goods indus- 
tries represented about two thirds of the cumulative 
backlog gain for all the reporting manufacturing com- 
panies. However, in the case of the durables group, the 
first decline in seasonally adjusted backlog changes oc- 
curred in the third quarter of 1956. The change in the 
durables’ appropriation backlogs in the fourth quarter 
of 1956 and the first quarter of 1957 was much smaller, 
but in the second quarter of 1957 the adjusted backlog 
decline was greater than in the three previous quarters 
combined. The sum of these four backlog losses amounted 
to about one sixth of the cumulative gain from the first 
quarter of 1955 through the second quarter of 1956. 
Furthermore, in thethird quarter of 1957 alone the back- 
log loss amounted to another one sixth of the total 1955— 
1956 gains previously registered. Thus the decline over 
the past five quarters in seasonally corrected backlogs re- 
duced the previous rise in backlogs by about one third. 


Table 1: Estimated Capital Appropriations for the Thousand Largest Manufacturing Companies, Quarters, 1956-1957 


Millions of dollars 


Estimated for Top Thousand 


As Reported by Respondent Companies 


Ist Q. | 2nd Q. | 3rd Q. | 4thQ. | 1st Q. 
1956 | 1956 | 1956 | 1956 | 1957 
All Manufacturing 
Opening backlog.........-- 8,240 110,231 |10,493 |10,037 | 9,357 
Newly approved..........- 4,909 | 3,579 | 2,578 | 3,031 | 4,597 
Committed or spent........- 2,807 | 3,201 | 2,891 | 3,559 | 2,916 
MONGOL ED Ao sca « «9/0 0:0 0'9 117 136 139 227 124 
Closing backlog..........- 10,226 |10,477 |10,033 | 9,288 |10,886 
[Capital expenditures....... 2,194 | 2,926 | 3,043 | 3,757 | 2,915 
Durable Goods Industries 
pain hacklow. =... > «es: 4,946 | 5,754 | 5,940 | 5,565 | 5,362 
Newly approved.........-- 2,459 | 1,977 | 1,077 | 1,758 | 1,803 
Committed or spent......+++ 1,596 | 1,740 | 1,880 | 1,890 | 1,433 
Cancaled fa dani ste 0 e-etoiere 63 59 72 86 58 
Closing backlog.........-- 5,748 | 5,927 | 5,556 | 5,345 | 5,683 
[Capital expenditures....... 1,116 | 1,528 | 1,617 | 2,071 | 1,556 
Nondurable Goods Industries 
Opening backlog. ....). 0. sen. 3,295 | 4,476 | 4,553 | 4,472 | 3,995 
Newly approved.......---- 2,451 | 1,603 | 1,501 | 1,273 | 2,794 
Committed or spent........- 1,210 | 1,461 | 1,511 | 1,670 | 1,483 
GHINCELED sano vib iors 6 oyewte aloiens 54 ee 67 142 66 
Closing backlog......----- 4,477 | 4,550 | 4,477 | 3,943 | 5,203 
[Capital expenditures....... 1,078 | 1,398 | 1,425 | 1,687 | 1,359 


Based upon 559 reporting companies. Industry details may not add up because of rounding 
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and Q. | 3rd Q. | Ist Q. | 2nd Q. | 3rd Q. | 4thQ. | Ist Q. | 2ndQ. | 8rd Q. 
1957 1957 1956 1956 1956 1956 1957 1957 1957 
10,882 |10,042 | 6,171 | 7,861 | 8,343 | 8,063 | 7,625 8,798 | 8,172 
2,655 | 1,789 | 3,585 | 2,774 | 1,975 | 2,327 3,473 | 1,995 | 1,357 
8,303 | 2,965 | 1,824 | 2,218 | 2,146 2,645 | 2,192 | 2,466 | 2,287 
210 129 7 93 102 176 80 163 90 
10,057 | 8,750 | 7,859 | 8,328 | 8,066 7,573 | 8,804 | 8,185 | 7,164 
3,372 | 3,306 | 1,517 | 2,046 | 2,101 2,683 | 2,086 | 2,504 | 2,492] 
5,682 | 5,310 | 3,613 | 4,361 | 4,745 4,479 | 4,398 | 4,660 | 4,390 
1,341 702 | 1,690 | 1,530 784 | 1,352 | 1,360 | 1,000 555 
1,621 | 1,386 919 | 1,115 994 | 1,875 | 1,070 | 1,199 | 1,098 
89 27 29 36 61 69 $1 64 61 
5,321 | 4,557 | 4,357 | 4,737 4,477 | 4,884 | 4,662 | 4,401 | 3,809 
1,734 | 1,646 708 991 | 1,029 | 1,408 | 1,058 | 1,262 1,234] 
5,200 | 4,732 | 2,558 | 3,501 3,599 | 3,584 | 3,227 | 4,137 | 3,782 
1,314 | 1,087 | 1,895 | 1,244 1,192 976 | 2,114 995 802 
1,682 | 1,580 905 | 1,103 | 1,151 | 1,270 | 1,122 1,267) 1,194 
121 63 43 57 51 107 49 99 39 
4,736 | 4,193 | 3,502 | 3,591 3,589 | 3,189 | 4,141 | 3,784 | 3,355 


Source: Tan Conrerence Boarp 
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Table 2: Newly Approved Capital Appropriations for Reporting Companies, Third Quarters, 1955-1957 


(Money figures in millions of dollars) 


Third Third Third Peppa te 
a oO oT 050 1955 
I er a 

ZN WALL ee Oo 0 no OOO IID OD LOCUNbUnOacEaa Ce a0e 2,038 1,920 1,316 — $81 — 85 
Joey Goods jase PE Ee oe ee RE SL ee See eee 1,154 748 681 — 29 — 54 
Primary iron and steel. ..........00000ssensevecsecceesecse 259 165 176 7 — 32 
Primary nonferrous metals. ...........0ceeeeereesereeeeee 208 73 25 — 66 — 88 
Electrical machinery and equipment.............+++++000+- 127 161 136 — 16 Hf 
Machinery, except electrical gia .m «=n © soiieitstaie eteiere sie 62 70 50 _ 29 — 19 
(Transportation eq Uipmient neice sels 6 ile ierelsereelels «ell 300 104 45 — 57 — 85 
Stoner claysandeplassiprocuctstcrn) sas +a slels teetietee etlr cee 146 122 64 — 48 _ 56 
Habricated metalsproducts: same eeii-tieis tekacutiers reer ects 31 18 14 — 22 — 55 
Otherdurable goods industries*aie.... «2-1 ie otto ile 21 85 20 — 43 -— 65 
Nondurable: Goods: Industries .. crys ve cise 1 oes eet ninverre 6 «Weta viet 884 1,172 786 — 33 — il 
oodiand beverages ne a.\- resis snutnaiere oe hayes cheers nto Novato ei 63 39 80 105 Q7 
Ebextilesmill products a. caper sctmesaatr ate cere restate te renee rs 40 34 22 — 35 — 45 
Paperand.alliedsproductsiges.s.aneeweiei oleic Slepre erect 126 121 46 — 62 — 63 
Chemicels‘and ‘alliedoproducts) .c:.ceaor« asec series © Ae 198 524 240 — 54 Q1 
Petroleum and’ coal products. ce cee she), sles eiesos/ol etl 896 409 831 — 19 — 16 
iRubbersproducts? Saaea. walacepeesbenca.cs witch. Wisk fo asia hee 55 36 41 14 — 2 
Other nondurable goods industries*...............0..-0-08- uf 11 24 118 243, 


Based upon 499 reporting companies. Industry totals may not add up because of rounding 


1 Including motor vehicles 


Source: THe CoNFERENCE BoarD 


2 Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous manufactures 
3 Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


In the nondurables industries, which accounted for 
about one third of all manufacturing industry’s backlog 
gains of 1955-1956, the second-quarter-1957 decline in 
backlogs amounted to about 10% of the gains previously 
cumulated from the first quarter of 1955 through the 
first quarter of 1957. In the third quarter of this year, 
the backlog loss represented about one fifth of this total 


backlog increase. In the second and third quarters of 
1957, therefore, the decline in unspent backlogs repre- 
sented some 30% of the gains registered in the previous 

nine quarters. 
Thus the durables industries backlogs began to fall 
sooner but now the backlogs for beth the hard- and the 
(Text continued on page 541) 


Table 3: Outstanding Capital Appropriations for Reporting Companies, Third Quarters, 1955-1957 


(Money figures in millions of dollars) 


End of: 
Third Third 
Quarter Quarter 

1955 1956 

Ale MOnusacturingmnrie een eee see a 5,379 7,890 
Durablesgoodsinaustrics ae wie etic iee 8,088 4,387 
Primaryaronandisteelan. aoc nee cs 1,231 1,718 
Primary nonferrous metals.............. 895 841 
Electrical machinery and equipment...... 387 550 
Machinery, except electrical............. 200 317 
Transportation equipment!.............. 417 846 
Stone, clay and glass products........... 336 427 
Fabricated metal products............... 59 105 
Other durable goods industries?.......... 64 84 
Nondurable Goods Industries............... 2,291 3,603 
Hoodiand beverages se. .o re. dosnt. oe 150 170 
Wextilemmilliproducts;syye. eee 116 140 
Paper and allied products............... 804 459 
Chemicals and allied products............ 597 1,360 
Petroleum and coal products............. 1,019 1,208 
Hubber productsn anes eee eae & 94 147 


Other nondurable goods industries? 


Based upon 499 reporting companies, Industry totals may not add up because of rounding 


1Including motor vehicles 


Number of Quarters of Commitments or 


Expenditures Represented by Outstanding 


% Change % Change 


1957 over 1957 over Steigt <0 
Third 1956 1955 
Quarter 8rd Quarter | 3rd Quarter | $rd Quarter 
1957 1955 1956 1957 
7,040 —11 31 3. 3.8 3.2 
3,743 —15 yl 4. 4.6 3.6 
1,565 — 9 Q7 6. §.7 3.9 
534 —37 35 5. 6.3 3.0 
622 13 61 4. 4.5 5.0 
383 21 92 3: 3.6 4.7 
249 —28 —40 g. 2.5 2.4 
252 —41 —25 5. 3.7 rau 
67 —36 14 3. 3.6 2.0 
72 —14 13 2, 3.1 24 
3,297 — 6 4h 2. 3.1 2.8 
171 1 14 2. 2.5 2.6 
71 —49 —39 8. 2.8 1.9 
313 —$2 3 4. 3.1 3.0 
1,425 5 189 38. 5.5 4.0 
1,146 0) 12 2) 2:9 2:2 
135 — 8 44 om 2.9 2:3 
1. 1.7 3.0 


Source: Tur Conrerence Boarp 


2 Includes lumber products, furniture and fixtures, instruments, ordnance and miscellaneous manufactures 
+ Includes apparel and related products, tobacco, leather and leather products, printing and publishing 
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Table 4: Capital Appropriations for Reporting Companies, 1955-1957, by Quarters 


Millions of dollars 


1955 1956 1957 


First | Second | Third | Fourth | First | Second | Third | Fourth | First | Second 
Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter 


Ait MANUFACTURING 


Openingibacklogs 2 .cumiss 4 ee ticaas PA as Ries wos 3,645 | 4,681 | 4,975 | 5,380 | 6,014 | 7,686 | 8,161 | 7,888 | 7,455 | 8,612 
Newly approved sn ehetRosalie ave hatetns © aisketahs Suavatabepite tones 2,417 | 1,999 | 2,038 | 2,617 | 3,515 | 2,703 | 1,920 | 2,244 | 3,388 | 1,943 
Commuted (OFS PENE Ne «0.5 4 ENE < «sais, s+ «co ane 1,297 | 1,636 | 1,572 | 1,886 | 1,773 | 2,149 | 2,085 | 2,550 | 2,120 | 2,384 
Canceled Re oR ares cx Foti ve Se Wysietars ged tatevere & 80 78 62 107 70 89 99 172 8&0 160 
Cloninm backlog =. 6 aehieias gost s wets < aera. < 4,682 | 4,968 | 5,379 | 6,012 | 7,683 | 8,155 | 7,890 | 7,411 | 8,619 | 8,031 
[Capital exnendituress). . 5 .(ckjs< <2. Mais ole alate scc 1,092 | 1,409 | 1,415 | 1,809 | 1,468 | 1,985 | 2,033 | 2,591 | 2,010 | 2,415 
Duras.e Goons InpustRIEs , 
Opemngihac&klog\S.phapsdeweisk GaSe so aa dehere ss 1,891 | 2,348 | 2,673 | 3,072 | 3,529 | 4,275 | 4,650 | 4,390 | 4,297 
Newly POTIPOME™ eo Mh sas on whic e Mae Ps en avsltee Ss 1,038 | 1,078 | 1,154 | 1,486 | 1,654 | 1,479 748 | 1,284 | 1,309 
Gomintled one pent sax. oe eae alee nc deaiee s,s « 555 736 714 975 885 | 1,071 955 | 1,812 | 1,024 
Canceled 25 6 OD CORT ena? a SO GRIED Socogne SOnriacr 26 20 25 58 27 32 49 67 31 
ei mMR COG oe hes ec commie cece se «chs ayes = 2,347 | 2,672 | 3,088 | 3,525 | 4,271 | 4,648 | 4,387 | 4,291 | 4,553 
[Capital expendituresicc... «1. abe «2 ai Fis be vs sions 457 543 603 833 677 954 986 | 1,349 | 1,009 
Primary iron and steel 
PMpeninrACklO gs fb opiers, or. o)sc\s sete =j~.S erate ole shaleye s+ 660 965 | 1,168 | 1,229 | 1,552 | 1,774 | 1,855 | 1,718 | 1,773 
IN GwLVeRDDIOVEM coo) eta ratsl sis a'< <i aps Srelela fe «letefeietar « 426 378 259 649 469 402 165 479 451 
GOTT UNSC yg CRIS io OAR PGI Ie COO ETI ca 120 175 196 308 247 317 300 416 329 
Can Gee EP CRSA. ote Case ces Scie sean aes (a) (a) (a) 16 1 4 2 8 1 
losin backlog. ep bye-a ats cto oleic. <1-!e sida eo Sielele les 965 | 1,168 | 1,231 | 1,552 | 1,773 | 1,855 | 1,718 | 1,772 | 1,894 
[Capitaliexpenditures) 2% 5). 2 s/cci.& o's gees as scisles « 107 157 166 941 192 289 Q71 472 325 
Primary nonferrous metals 
Pipa Le ES cages ine satin «5 Bese i ae WY 173 | 237| 267| 393] 409] 552] 903] 842] 729 
Newly APPROVE oc athe «ie 2.6:a)ojs 'o\ Sco pale sis ousyatsaeie > 114 91 208 142 227 489 73 56 117 
GOTMGUEIEd. OT BPENE & cas «0.2 .eicine sis > wpie's Oe eM e « 50 64 76 122 78 180 134 157 185 
RIECLEL OP er eae Sas Potatoes lade wel iergioa Sel (a) 8 4 8 6 9 1 12 
Glosing, backlog >. 5<.<:23)<<e sicltmve sloiale sie o'dhensin 237 267 895 410 551 903 841 729 658 
[Capital expenditures..........00cseeeeeeeeeees 46| 50| 62| 82| 75| 96] 116] 140] 156 
Electrical machinery and equipment 
Opening backlog... 2.06.0. .s cess eee secon eeees 857 345 853 389 405 496 518 550 652 
Newly approved <2... 2.0 cceecccceseccececees 92 107 127 158 189 169 161 288 166 
Committed or spent... ..- 12sec cecceccccerceces 94 91 85 126 94 189 122 165 17, 
GNECLEG ee. Oo a cle > 15 Rial eietearete Byes o Sistas a5: Uf 7 8 20 i) 7 6 20 10 
Closing backlog.........--2++--eeeeeeerereeees 348 353 887 401 496 518 550 652 691 
[Capital expenditures. .........--eeeee eee eeeeee 79 78 83 122 70 117 132 174 95 
Machinery, except electrical 
Guaine eakion Poe cent eee kins whole 230 231 199 196 208 842 839 817 816 
Newly approved. .........--eeeeeeeeeeeeeecees 93 74 62 91 211 82 70 159 216 
Committed or spent... 00... cece cece creer erences 8&2 101 61 70 76 85 89 148 101 
(etry, -, Oa 67 eis SORE Cae) oii 12 2 1 8 8 2 2 9 8 
Closing backlog..........----++seeeeeeeeeeeeee 229 202 200 209 340 337 317 319 429 
[Capital expenditures... ........02eeeeeeeeeeeee 57 60 54 74 67 77 76 109 94 
portation equipment, including motor vehicles 
A ie le bien 4 S550 siete i Sh ac SR OCI 181 228 315 420 463 486 387 348 333 
Newly approved. .....-.-:.eeeeeereeeeeec ences 140 292 300 259 282 116 104 162 153 
Committed or spent...... 0... eeec cre ee seer eeees 86 201 187 210 249 208 188 167; 121 
CRO GLO Me digs. sep es 8h Shes 4 0 5 10 Seta ae obs in ore asvtolonel ops: <08,¢ 6 8 11 5 10 7 7 10 Lt 
Closing backlog..........-+seeeeeeereteeceeees 229 $12 417 464 486 387 346 332 353 
[Capital expenditures. ....-.---+++eeeeeeereeees 79 92 124 157 150 201 213 227 174 
l ducts 
ee un PO Te eee ee ee ais | 229| 256| 323| 352| 421] 447] 427) $841 
Newly approved. ......--eseeeeeeeeeerceeeeees 89 95 146 111 161 141 122 61 95 
Committed or spent... -...csereeceereeeeeeerres 1) 65 67 8&3 8&9 115 oa ae a 
a CTI CCLED ode, bathe oie nate isis eel (eines aise) al@ualireelei-ecnyele\2 1 1 1 id 2 2 
Goes todiey: ae atte he! ie RD, a Pn ee tae 07 | 957 | 336| 350| 421| 447| 427] 333] 336 


[Capital expenditures. .......-- +. 
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Table 4: Capital Appropriations for Reporting Companies, 1955-1957, by Quarters—continued 


First 


Fabricated metal products 
Opening backlog. ..........20+s.ece see eeeeeees 25 
Newly approved..........ccssecsseneecesecess 47 
Committed Ones pent so aeiere selsiel «rs e'otsceteia sia «fo oNenates 22 
CC CELED aa ere au ake raliods.0y cue eT nieisker sree lets (a) 
Closing backlog ycias seen espe tetera are vielen aim wienel~seie 49 
[Capital expenditures... .. 00. se. est eee ence ene 26 

Other durable goods industries' 
Openingibacklow ec tae s/o o vesiale els poiciolaisias ateiniels 48 
INewlycapproved tejersrersscleicisicysys:shelslele aisle enieistole 38 
COmnitited (Ores Pent arn cnr. sie siete)» cto <rovere se nrevio ale 22 
CUGGICTS 5 po ndolstoo cio aS OD OD Baa Oe ROO et Ooi 1 
ClosingibacklogMacremereciecialelete'sls elsicloreiel ote: ehelsbele/ 63 
([@apitalvexpendibtires yeti ge eleiel- o)-fe eerste ac aiersretere = 20 


NonpvurABLE Goops INDUSTRIES 


pean gIaCklOg ey ac me cece ete rerevelete tials are tteterere 1,754 
INewlyrapproved ocsocts ceacis etiam otek Merete lertce tie oe 1,379 
OOM Miued Onis PCNE A eteraee a Heels = seasons area onsets 6 T42 
COTES & ene PERSO ORR A es HOE NCH cee 54 
Glosinglbacklog secre ate inte sia das wiaretere sie oie otetalars 2,334 
[Capitalvexpendituresisrts . ct dite: vz rorete alate creetne © 635 
Food and beverages 
Opening backlog sy. srw rhe eee cies 2 os Saleto sy 157 
INGwlyVeaDDIGVGd™. cpalce cece te ahve te aiesel emiatais ote chalets oie 67 
Committed or spent..........-..4.. ie iaavasete atone 50 
(HR SGITIRE dhs 6 NO SoD Eee aS one era Ss Oiore on itor 2 
Closing backlog © jagaecis sisi cketente S cteieste ars 172 
[Capitalvexpenditures pi... saree steele aon vies «> 49 
Textile mill products 
Opening backlog 7.5. a2 .cc0 tierce ase otalss s 66 
INGwilysaPPEOVEM «role ciciscas occidte ceisiek Seok nice natee se 61 
Casumitited (or-6 pent ware te-< .0\ctd Hoteiainies eh srsieleh tory ais 25 
Canceled’ s erin cts ttt crac ote Hest Meee ee 1h 
Glosinpybacklog steer cin coe eeoicte Mero ach eter 88 
[Capital expendituresten,. ic eckic «ae cles cine Slee es 19 
Paper and allied products 
Opening backlog erjcnc... accor Be nck aeerele « 179 
INEwlycapproved sens cin ccicttrils eceletnctleiie aicrertere ¢ 93 
Committed (ors spent sanctote sisters ctsieiel« « See.e olor iels hee 48 
Canceled Meme tes sina ie a2 8s ote tener sik. Sita reroaes os 1 
Glosingubacklog Mette sce tek hot otek cae tates: 225 
(Capitalexpendituresia-.- ...1a1c-tikdone ce ite ee 45 
Chemicals and allied products 
Opening backlog ste Hees < ae os meee ae 521 
INewlyfapproved tio cstcscaicnitee «ok cites matte ae 149 
Conmultedoriepent morate sci teks octet ee 134 
Comecled Mapes. eet ctcke: oe ate iaions cis eine eo 18 
Closingibacklog misses «hie meee eine oe ere 516 
[Capitalfexpendituressm=.. caste eee ioe 129 


Petroleum and coal products 


Opening backlogs macincee cert nen tote 764 
Newly approved s.r essccuikve ds occ te tee 961 
Commuted orispent a. mriniorcs deta 456 
Canceled Beta eee ds tone st ror eT oe 18 


1955 


Millions of dollars 


Second | Third 


921 884 
900 859 
58 37 
2,296 | 2,291 
866 812 
166 143 
48 63 
67 55 
3 g 
144 150 
55 55 
89 115 
55 40 
31 37 
Z 1 
111 116 
26 33 
224 Q47 
94 126 
68 67 
7 2 
244 804 
57 62 
519 560 
192 198 
143 156 
9 4 
559 597 
143 143 


Fourth 
Quarter | Quarter | Quarter | Quarter 


59 
53 
26 

2 
85 


25 


524] 323 
249 | 294 
15 28 
1,360 | 1,857 


Third | Fourth 
Quarter | Quarter | Quarter | Quarter | Quarter 


1957 


Second | Third 
Quarter | Quarter 


First 
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Table 4: Capital Appropriations for Reporting Companies, 1955-1957, by Quarters—continued 


Millions of dollars 


1955 


First | Second 
Quarter | Quarter 


Rubber products 


Third 
Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter | Quarter 


1956 1957 


Fourth | First | Second Fourth | First | Second | Third 


eae backlopwerctay. 0k Saoheaer es ee ic 59 75 78 91 114 168 147 129 143 153 
Pek APPEOVE siete ere ae we eae ces cic awake aaah 40 AT 55 69 92 49 48 63 63 41 
DIU EEBAIOTIADENL rhcle Sic cn/ole Sahtaraw a oe we Soe 25 38 87 49 36 51 64 4h 61 58 
So a8 a RR ee ea ae 2 6 2 1 2 8 8 5 1 1 
losin mipaghkloge na seers sacs. ie mens. ov chee 73 78 94 110 168 163 129 143 153 135 
Capers! expeneitnres oc... neces v een eeg veo’ « 25 37 33 46 34 49 61 45 51 52] 
Other nondurable goods industries* 
Openternacklogs ccs ste. os octet suaacte setae fe 11 10 11 8 17 19 18 28 Q4 
Ni ewly BLO CC te are ate RIN e ic Sie wlan 8 ff id 9 20 15 11 23 10 Q4 
Jeon Tie RAT AES, So ATER te Se ae, eae 4 8 6 12 10 13 11 12 1h 12 
us Le OR rer ee (a) (a) (a) (a) (a) (a) 1 1 (a) (a) 
OI RSS TAS rd 1 aye ie Os a ee ili 10 11 8 18 19 18 28 Q4 36 
[Capital expendi tiressimo- sous ca Kehna klones oles 4 8 6 12 6 8 11 12 15 15] 
Based upon 499 dents. Industry totals t add up b ing. i i i iati i inni 
beevae: “est + Les tags ye ~ a apes er =~ ape oi be cause bl Sere Soe eee is defined as approved capital appropriations outstanding at beginning of 


1 Includes lumber products, furniture and 


soft-goods industries have lost almost the same per- 
centage of the gains previously cumulated since the 
beginning of 1955. 


Profits and Margins 

These reports on the capital appropriation surveys 
have underscored the relationships between trends in 
appropriations and changes in profits, profit margins 
and liquidity. On the basis of the full record of the first 
two quarters, the contemporaneous trends in appropria- 
tions are better understood in the framework of these 
related financial variables. 

The Federal Trade Commission—Securities and Ex- 
change Commission’s estimates of total manufacturing 
profits were down 4% in the second quarter as compared 
with the corresponding quarter a year earlier. Perhaps 
even more important, the downward drift in profit mar- 
gins continued in the second quarter as in the first: 


Net Profits, After Tax, as Per Cent of Sales 


Sources; Federal Trade Commission; Securities and Exchange Commission 


In the second quarter, profit margins were also below 
the level of the corresponding period of 1955 for all 
manufacturing firms, as well as for durables and non- 
durables companies separately. 

The year-to-year comparison for profits and margins 
in the third quarter is obscured by the impact of the 
steel strike in 1956. According to the First National City 
Bank’s preliminary third quarter figures, manufacturing 
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_ ures, instruments, ordnance and miscellaneous manufactures 
Includes apparel and related products, tobacco, leather and leather products, printing and publishing 


a Less than $500,000 Source: Tor CoNFERENCE BoarD 
profits were substantially higher than the same period a 
year ago. However, the gain was almost entirely ac- 
counted for by the durables industries. The preliminary 
increase in nondurables manufacturing profits was less 
than the sales increase for all soft-goods manufacturers, 
so that the profit margins in the third quarter of this 
year may be lower than in the same period a year ago. 


Margin Declines in All Size Groups 


Since the quarterly survey is confined only to the top 
1,000 companies, profit margins for the manufacturing 
companies at the apex of the manufacturing pyramid 
are particularly in point. The FTC-SEC estimates of 
profit margins for manufacturing firms with assets of 
more than $10 million were lower in the second quarter 
of 1957 than in the same period a year earlier. Further- 
more, in the most recent quarter available, this negative 
comparison held for all size groups up to the very top. 
Thus the narrowing of profit margins, at least by mid- 
year, had affected all of the manufacturing economy. 


Undistributed Profits Off; Liquidity, Too 


Perhaps even more important than the decline in 
margins has been the decline in undistributed corporate 
profits. In the second-quarter of 1957, according to the 
FTC-SEC figures, undistributed profits were down by 
some 10%, whereas in the first-quarter comparison such 
profits were only fractionally lower. Expressed in terms 
of sales, therefore, the decline in undistributed profit 
margins has been even greater than for profits before 
dividends. 

Changes in the liquidity position of the manufactur- 
ing sector are also believed to have some influence on the 
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Source: The Conference Board 


period total. The miscellaneous nondurables group also 
reported a sharp gain, primarily on the part of the 
tobacco companies. 

After reporting six successive year-to-year gains, the 
nonelectrical machinery group appropriated at a sub- 
stantially lower level in the third quarter of this year. 
The nonelectrical group has now paralleled the declining 
trend of the electrical machinery industry. This latter 
industry reported a third consecutive year-to-year de- 
cline, following on the heels of four year-to-year gains. 

The transportation equipment group posted one of 
the largest declines in the third quarter. This time both 
subgroups (motor vehicles and other transportation 
equipment) participated in the drop. The cutbacks in 
the defense program, begun in the third quarter, may 
have had some influence on appropriation approvals by 
the aircraft companies. 

The third-quarter fall in appropriations approved by 
the petroleum and chemicals industries was the largest 
in the period under review. Paper and nonferrous metals 
industries also posted their deepest decline in new ap- 
propriation approvals to date, as well as their fifth suc- 
cessive negative year-to-year quarterly comparisons. In 
many of these industries the question of temporary 
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overcapacity is now being publicly discussed by indus- 
try leaders. 


The Year to Date 


While changes in any given quarter help to determine 
changes in trend, more perspective is needed over longer 
periods of time. If the rate of new appropriations in the 
first three quarters of 1957 is compared with the same 
period of last year, then the decline in new appropria- 
tions is reduced to 18% (see chart). For the hard-goods 
group, however, the decline in this three-quarter com- 
parison is almost the same as for the third quarter alone. 
Only the nonelectrical machinery industry appropriated 
more in 1957 to date than in the like year-ago quarters. 

In contrast, the three quarters’ decline in new appro- 
priations for the soft-goods group (see chart) was sub- 
stantially less than for the third quarter by itself. The 
food, petroleum and miscellaneous nondurables indus- 
tries have posted higher appropriations thus far m 1957 
than in 1956. 


A Two-year Comparison 


Further perspective is also possible by comparison 
with 1955. In the third quarter of 1957 the rate of new 
appropriations was even lower compared with the third 
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quarter of 1955 than for the third quarter of 1956. This 
was a function of a much lower rate of appropriation 
approvals by the hard-goods group, compared with 
1955. However, the level of appropriations approved in 
the first three quarters of 1957 was significantly higher 
than in the first nine months of 1955, with the chemicals 
industry accounting for most of this increase. For the 
third quarter alone, however, the rate of appropriation 
approvals for the soft-goods group was lower than in the 
same period two years ago. 
Company Analysis 

The diffusion of company appropriations can also 
buttress the analysis hitherto expressed in terms of dol- 
lars. Accordingly, the 499 companies reporting informa- 
tion for the past eleven quarters have been classified 
into three categories: those with increases; those with 
decreases; and those reporting no change. In this presen- 
tation, each company is counted as one unit without 
regard to the dollar totals. 


Percentage Distribution of the Number of Companies 
with Higher and Lower Appropriations 


1Q.’56|2Q.’56| $Q.’56 | 4Q.’56 | 1 Q.°57 | 2Q.’57 | $Q.’57 


1Q.'65 | 2Q.'55) $Q.’65 | 4Q.'65}1Q.’56 | 2Q.’56 | 3Q.’56 


All mfg. 
Higher.......} 64 55 39 
Lower....... 34 41 54 
No change.... g 4 7 
Durables mfg. 
Higher..... 65 52 35 
Lower..... 33 43 57 
No change. 2 5 8 


Nondurables 


ones 


The pattern of the distribution of the individual com- 
pany reports according to whether their appropriations 
were higher or lower for the quarter compared with the 
year-ago quarter generally parallels the dollar totals. 
Thus the third quarter decline in dollar appropriations 
was accompanied by a further deterioration in the num- 
ber of firms reporting higher appropriations to the 
lowest level of the seven comparisons now possible. 
Further, the drop in dollar appropriations by the dur- 
ables group was matched by a corresponding further 
increase in the number of companies posting lower 
appropriations. 

However, in the case of nondurables, the decline in 
dollar appropriations was not paralleled in the diffusion 
of companies reporting lower appropriations. This differ- 
ence arises mainly in the chemicals industry, which 
reported a larger decline in dollar appropriations com- 
pared with the year-ago quarter, than in the second 
quarter comparison. However, in the third quarter more 
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individual chemical companies reported higher appro- 
priations compared with the same year-ago period than 
in the second quarter. While more nondurables com- 
panies reported higher appropriations in the third quar- 
ter than in the second, the proportion was still Jess than 
half. Nevertheless, this contrast between the diffusion 
and dollar approaches does offer some hope for a better 
dollar performance by nondurable manufacturers in the 
coming quarter. 


Backlogs Slide—But Are Still Higher Than 1955 

With declining appropriations and a high plateau in 
expenditures, the backlog of outstanding appropriations 
at the end of the September quarter was 11% lower than 
a year ago. Backlog losses which first appeared nominal 
in the second quarter have continued into the third. 
Here are appropriation backlogs in percentage changes: 


1Q.’55 2Q.’55 8Q.’55 4Q.°55 1Q."56 2Q.'56 3 Q. 56 
1Q.’56 2Q.’56 $Q.°56 4Q.’56 1Q.’57 2Q.’57 3 Q.’57 


AT mig es Saas 64 64 47 93 12 —2 —11 
Durables. .... 82 74 42 va 4 vi —7 —15 
Nondurables.. 46 53 53 25 19 6 — 6 


The decline in durables’ backlogs was extended. Fur- 
thermore, the nondurabies group reported their first 
backlog loss in the seven quarterly comparisons under 
review. At third-quarter end, the two machinery groups 
as well as miscellaneous nondurables had the largest 
backlog gains compared with twelve months earlier. The 
two machinery groups have reported higher backlogs in 
each of the seven year-to-year comparisons. The food 
and chemicals industries also had higher backlogs than 
a year ago. 

Compared to 1955, however, backlogs at the end of 
September were still substantially higher. Only the 
transportation equipment, textile, and stone, clay and 
glass industries had lower backlogs than two years ago. 
This two-year comparison suggests that any prospective 
decline may not be precipitous, in view of these remain- 
ing sizable backlogs of approved appropriations and the 
absence of widespread cancellations. 

During the third quarter, the reporting companies 
reduced their backlogs by almost a billion dollars, 
whereas in the third quarter of 1956 the decline in back- 
logs was almost $300 million. Backlogs of the durables 
companies fell twice as much, in dollar terms, than dur- 
ing the third quarter a year ago. In addition, the back- 
logs of the soft-goods group dropped significantly during 
the third quarter, while a year ago their backlogs were 
practically unchanged. 


More Firms with Reduced Backlogs 

As in the case of new appropriations, further examina- 
tion of backlogs in terms of individual company be- 
havior adds an additional dimension to the analysis. As 
before, the 499 companies were classified into three 
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categories, those with year-to-year increases; those with 
decreases; and those reporting no change: 


Percentage Distribution of the Number of Companies 
with Higher and Lower Backlogs 


1Q.°56 | 2Q.°56 | $Q.’66| 4Q.5611Q.’57 | 2Q. 57 | 3Q. 57 


fa | | fe | | 


No change.... 5 5 5 6 
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teens 


The diffusion of backlog changes parallels the findings 
in terms of dollars (see chart). The decline in backlogs, 
first evident in the second quarter, is matched by a 
decline in the number of companies reporting higher 
backlogs. The further backlog decline in the third quar- 
ter again corresponds to the continued deterioration in 
the number of companies reporting higher backlogs. 
Both for the soft-goods group and the hard-goods group, 
the percentage of companies with higher backlogs than 
a year ago is at the low point of the past seven quarterly 
comparisons. Further, the proportion of companies re- 
porting backlog gains in the third quarter, as in the 
second, is lower for the durables sector than for 
nondurables. 


Backlog Rate Down 


With declining backlogs and spending holding high, 
the rate of backlog in the third quarter was lower than 
a year earlier. The rate of backlog shows for how many 
quarters the appropriations backlog will last at the 
present rate of spending or commitments. The decline 
in backlog rates represents a continuation of a trend 
first evident in the fourth quarter of last year. 


Number of Quarters of Commitments or Expenditures 
Represented by Outstanding Appropriations at the 
End of the Quarter 


The decline in backlog rates has held for the hard- 
goods as well as the soft-goods industries. In the third 
quarter, backlog rates were higher than in the corre- 
sponding period a year earlier in the electrical and non- 
electrical machinery groups, in food, and miscellaneous 
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nondurables, while unchanged for the petroleum indus- 
try (see chart). 

Compared with the backlog rates in the third quarter 
of 1955, the most recent showing is better for the soft- 
goods group. In the hard-goods industries, backlog rates 
are also lower than two years previous. In the first and 
second quarters of this year, backlog rates for both the 
durables and nondurables groups were still higher than 
in the same periods two years earlier (see chart). 


Capital Goods Prices 


Since the appropriations reported by the quarterly 
survey are in current dollar terms, they should also be 
viewed in the context of capital goods prices. During 
1957, the Bureau of Labor Statistics wholesale price 
index for producers’ finished goods in manufacturing has 
shown little change. From the first to the second quar- 
ters, the increase was just over one half of one per cent; 
from the second to the third quarters, the increase was 
1%. Moreover, with each succeeding month of 1957 the 
percentage increase in this price index over the corre- 
sponding month a year ago has declined from 9% higher 
in January, 1957, compared with a year ago, to under 
5% in September; by October, this differential had nar- 
rowed to just over 4%. In the third quarter of this year, 
these capital equipment prices were about 6% higher 
than a year earlier. j 

In other words, the declines in new appropriation ap- 
provals and backlogs have to be deepened for a transla- 
tion into real (or constant dollar) terms. 


Appropriations and Other Indicators 


With each passing quarter, it is becoming clearer that 
the appropriation survey’s findings are corroborated by 
other reports which bear on part or all of the capital 
goods market. Among these are the decline in construc- 
tion contract awards for manufacturing building re- 
ported by the F. W. Dodge Corporation, the declines in 
machine-tool orders and backlogs, the decline in new 
orders and backlogs for fabricated structural steel, the 
decline in new orders received by machinery manufac- 
turers, the decline in unfilled orders for nonelectrical 
machinery, and most important of all the projected de- 
cline in capital spending by manufacturing industry re- 
ported by McGraw-Hill for 1958. All of these in part or 
in whole support the trends foreshadowed in the appro- 
priations survey of earlier quarters. 


SUMMARY AND OUTLOOK 


The third-quarter appropriation survey corroborates 
and reinforces the conclusion advanced in the previous 
report three months ago: “‘Around the turn of the year 
a downward tilt in manufacturers’ capital spending may 
become evident.”’ Sobering as these latest figures may 


be, the probable extent of the decline is better seen in 
the perspective of the backlogs of demand still in evi- 
dence. At the end of September appropriation backlogs 
were still only 11% lower than a year ago, and 31% 
higher than two years ago. They are being used up with 
continued high rates of spending. But there is still reason 
to expect capital spending next year to be substantially 
higher than in 1955. The deeper declines in new ap- 
propriations approved by the durables group point to a 
larger drop in their 1958 capital spending than may be 
experienced by the soft-goods manufacturers. 

The failure of cancellations to rise further, particu- 
larly when the rate of new appropriations is declining, 
is one of the more encouraging features of this report. 
This development suggests that any prospective de- 
cline in capital spending should be orderly. 

The size and widespread character of the continuing 
decline in appropriations of the past two quarters does 
not suggest any turnabout in the immediate future. On 
the basis of past performance in postwar capital spend- 
ing cycles, once a decline in capital spending sets in, the 
duration of the decline is measured in terms of a year or 
more rather than months. 


Some Open Questions 


In the final analysis, the value of the appropriation 
survey will be determined by how it foreshadows future 
developments. Thus far in 1957, there is no visible evi- 
dence of any actual decline in capital spending; in fact, 
manufacturers’ capital spending has continued at peak 
rates. Yet the multidimensional approach that is char- 
acteristic of the appropriation survey pointed early this 
year to a prospective drop in capital spending by manu- 
facturing firms, as do other surveys which have subse- 
quently foreshadowed such a drop. 

It must be emphasized, however, that the present 
survey refers only to manufacturing companies. Other 
sectors of American business, particularly the electrical 
utilities, still show every sign of maintaining, if not in- 
creasing, their capital outlays next year. The perform- 
ance of the economy in the months immediately ahead 
will have an important influence in shaping the appro- 
priation decisions in the coming quarters. To the extent 
that other sectors of final demand continue to hold 
firm, the prospective decline in manufacturing capital 
spending may be mild and of relatively limited duration. 

In particular, the fourth-quarter survey will reflect 
decisions made at a time of somewhat lower industrial 
activity. It should offer some initial clues as to the ex- 
tent and duration of the capital goods decline. 


Morris Conen 
Martin R. GaInspruGcH 
Office of the Chief Economist 
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BUSINESS HIGHLIGHTS: REVIEW AND OUTLOOK 


The new year will inherit a mild downtrend and important uncertainties 
regarding prospective spending of consumers and government 


ITH RESPECT to 1957 as a whole, there are 

\X, few businessmen who would complain about the 

level of demand for their products, their volume 
of production, or even their earnings. In a number of 
important dimensions, in fact, 1957 will go down in the 
books as a record year. 

Gross national product—the nation’s total output of 
goods and services, valued at current prices—has come 
to about $436 billion, about 5.5% greater than in 1956. 
The bulk of this percentage increase reflects. higher 
prices rather than an increase in real output, and what 
increase in output occurred in 1957 appears to have been 
entirely in service sectors rather than in goods. 

Nevertheless, the simple annual averages of the major 
business statistics underlying the GNP describe a 
national economy operating at close to full employment 
of human resources, and hyper-full employment of 
financial resources. Virtually throughout the year, the 
banking system has operated in debt to the Federal 
Reserve, and the trend of interest rates until very close 
to the end of the year has pointed to an excess of de- 
mand for funds over the available supply. Similarly, the 
average level of unemployment during the year was not 
notably higher than in 1956, and nonagricultural em- 
ployment, in fact, averaged slightly higher. 


A Broadly Distributed Prosperity 


The national accounts, by sector, likewise describe 
a broadly distributed prosperity. Personal spending for 
goods and services rose approximately 5%, with dur- 
ables, nondurables and services sharing about propor- 
tionately in the total gain. In aggregate, business spend- 
ing for construction, equipment and inventories has 
fallen slightly below the record levels of 1956, but only 
because of a sharp reduction in inventory demand. 
Equipment purchases were about 7% above a year ago, 
and total new construction activity (including residen- 
tial and nonresidential) about equaled the 1956 rate. 

The income flows on which these expenditures rates 
were based were also well maintained. On the basis of 
preliminary figures for the first half, and intuition for the 
second half, total corporate profits, before taxes, were 
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perhaps 3% or 4% below their 1956 levels; the decline on 
an after-tax basis was perhaps no more than $1 billion, 
all of which was evidently offset by a further rise in de- 
preciation allowances. The gross inflow of cash to the 
corporate sector was thus little changed from its 1957 
level. 

Individuals enjoyed a record level of income. Total 
personal income appears to have averaged about 5% 
higher than in 1956, with gains broadly shared among 
employees, property-holders, and recipients of so-called 
“transfer payments.” 


A Year of Stability... 


Within the industrial sector, total output, as meas- 
ured by the Federal Reserve’s index, has slightly sur- 
passed the record level of 1956. The small gain was 
about equally distributed between hard goods and soft 
goods, although, of course, the gain in hard goods is 
mainly the statistical result of the curtailment of dur- 
ables output during the 1956 steel strike. Even in in- 
dividual manufacturing lines, it is hard to find a major 
industry group that could call itself seriously depressed 
in 1957, relative to 1956. Primary metals production has 
apparently fallen about 5% below 1956; machinery out- 
put has averaged lower, apparently by less than 3%; 
production of transportation equipment and fabricated 
metal products has been modestly higher than in 1956; 
production of lumber and products has declined about 
87. Among nondurables industries, all have experienced 
production gains, with the exception of textiles and 
apparel. 

The annual averages for the year, as they will even- 
tually appear in the statistical records, will thus de- 
scribe 1957 as a year of stability at a very prosperous 
level—a description that could well have been applied 
to 1956. However, the two years are readily distinguish- 
able in other respects. In 1956, the general stability of 
total activity was the result of pronounced offsetting 
trends as between consumption-goods industries and 
investment-goods industries. These offsets were, very 
literally, inheritances from 1955, and these inheritances 
provided a set of hypotheses on which forecasts for the 
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year could be based. At the beginning of 1956 one could 
confidently predict a decline in the automobile and 
housing industries, and a pronounced expansion in de- 
liveries of capital goods and a rebuilding of inventories 
in manufacturing. 


. . . But with Differences 


The year 1957, on the other hand, had no such in- 
heritance; its course appeared to be largely subject to 
environmental influences. While the aggregate level of 
activity came out as high as 1956, the level of uncer- 
tainty was accordingly much higher, and business 
sentiment during the year swung mercurially from 
optimism to caution, then to renewed optimism, and 
thence to renewed and much more intense caution. 
Business volume itself plodded along at very respectable 
levels, while securities prices, inventory policy, the rate 
of new orders, and appropriations for future capital 
spending were finally sharply reduced in the last several 
months of the year, as sentiment and expectations 
turned significantly downward. 

The almost totally trendless character of 1957—up to 
the last few months—should also be viewed in a some- 
what fuller perspective than was necessary to under- 
stand its predecessor year. For while the operating 
statement for the national economy was stable, in both 
1956 and 1957, the balance-sheet position of the busi- 
ness sector in 1957 was undergoing significant change. 
While 1957 inherited no operating trend, it inherited a 
very exalted level of capital spending. 


Trajectory of Capital Spending 


The trajectory of capital spending since early 1955 
had been the result of a unique combination of cyclical 
forces. By mid-1955, the consumer boom of that year 
had driven a broad range of finished-goods and raw- 
materials industries up to their capacity, thus adding 
a compelling reason for expansion to the many other 
attractive environmental stimuli already present. At 
the same time, the very high rate of consumption was 
depriving capital goods industries of the materials and 
manpower required to raise the rate of capital goods 
deliveries. Capacity operations in raw-materials indus- 
tries thus precipitated expansion plans in those indus- 
tries, while the direction of raw-materials shipments 
themselves made it temporarily impossible for the capi- 
tal goods industries to increase their delivery rate. As a 
result, new orders for plant and equipment backed up 
into a mounting reservoir of unfilled business. At the 
same time, the pressure of demand for new plant and 
equipment started prices of these goods into a steep up- 
trend, precipitating still further demand of an essen- 
tially speculative nature, to beat the price rise. Under 


these conditions, business in general began anticipating 
its capital goods requirementsconsiderably intothefuture. 
It was apparently not substantially deterred from this 
anticipation by the rise in interest rates during the year. 


By the beginning of 1957, it was becoming increas- 
ingly clear that immediate needs for plant and equip- 
ment were being satisfied rapidly, and that the existing 
rate of spending for such equipment was growing heavily 
dependent upon expectations, rather than on the actual 
demands of the present. The stability of total produc- 
tion activity in 1957, even though at a record level, was 
thus persistently undercutting the capital goods market. 

At year end there is every evidence that this under- 
cutting has progressed to the point where the demand 
for capital goods has weakened substantially, and an- 
ticipatory buying of such goods now seems to be a thing 
of the past. The McGraw-Hill survey of capital spending 
plans for 1958 points to a spending level perhaps 7% 
below the 1957 level. Because capital spending itself was 
little changed quarter to quarter during 1957, and will 
thus start 1958 at a level not very different from the 
1957 average, a '7% year-to-year reduction could yield 
a considerable rate of decline within 1958 itself. Such 
a trend is at least supported by THe CoNrERENCE 
Boarp’s statistics on the rate of new capital appropria- 
tions in manufacturing industries! which has evidently 
declined sharply since early 1957. Further statistics on 
the capital spending rate will become available around 
mid-December when the Commerce Department will 
publish the results of its broad quarterly sample of 
anticipated capital outlays for the first quarter of 1958. 
The conclusion, it might be added, that capital outlays 
are in a decline is very thoroughly documented by sta- 
tistics on new orders for machine tools, contract awards 
for manufacturing buildings, orders for freight cars, and 
a number of other related series. 


Respect for Investment Influence 


At least since Keynes, economists have come to treat 
trends in business investment with healthy respect. The 
reason is simple enough. Other things being equal, 
changes in capital goods production change the flow of 
consumer incomes but do not alter the flow of consumer 
goods. Increases in activity in capital goods industries 
are thus logically accompanied by increases in consumer 
industries: business gets two stimulants for the price of 
one. And, of course, the reverse is true: on logical 
grounds one would expect a decline in capital goods 
activity to adversely influence consumer goods activity. 
This is the so-called “multiplier effect” of investment 
activity on consumption. And, if it is correct that invest- 
ment is in a decline now, the possibility that such a de- 

1See article beginning on page 533 
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cline will play unfavorably on consumption can hardly 
be overlooked. 

Even in the absence of any reliable figures on national 
output in the fourth quarter, there is thus a strong dis- 
position among analysts to treat 1958 with considerable 
caution. In the eyes of analysts, 1955 inherited an up- 
trend; 1956 inherited cross trends; 1957 inherited no 
trend; and 1958 will presumably inherit a down-trend. 
Under these conditions, it is more or less inevitable 
that the historical parallels of the two postwar recessions 
should be reexamined as a guide to what might be ex- 
pected in 1958. Such an examination, however, reveals 
some obvious and substantial differences—some re- 
assuring, some cautionary. 

Relative to the middle of 1953, when the last postwar 
recession began, business inventories are in much more 


satisfactory shape than they were then. The 1952 steel 
strike had precipitated a violent cycle of inventory re- 
building; by the fourth quarter of 1952 nonfarm business 
inventories were rising at almost $7 billion per year. As 
late as the second quarter of 1953 the rate of accumula- 
tion was $4 billion per year, and by the middle of 1953, 
relationships of inventory to sales were conspicuously 
out of line. Between July and December of 1953, indus- 
trial production fell 7%, principally as a reflection of 
determined efforts to restore inventory balance. 


Aspects of More or Less Severity 


In late 1957, on the other hand, no very precipitous 
decline owing to inventory policy seems indicated. While 
the current decline in operating rates is doubtless mak- 
ing stocks look heavier than they did a few months ago, 


Government's Eye-view of New Construction in 1958 


Value (in millions) % change 
Type of construction 
1956 19571 19582 | 1956-57 1957-58 
PLOTATANE Wi GONSTRUCTIONA Voce ciate cc trace shite ceieie iene aiale $46,060 $47,200 $49,600 +2 +5 
IPREVA TH CONSTERUCTIONG ch vyacloeeickencno ae ine eatin alien 33,242 33,300 34,700 (a) + 4 
Residentialibuildings (noniarm) wea a oee ee eee: aeiae eos 17,632 16,530 17,575 — 6 + 6 

INewaciwellin ecmitsiencpn | teases: castersioce aes mi omarsioees 13,490 12,125 12,800 —10 + 6 

Additionstandtalterations.. sssen eee «ee solstice eee 3,695 3,915 4,250 +6 +9 

INonhousekeepinge crete (rte teen crac sites soe ome ses ee eee 447 490 525 +10 +7 
Nonresidential buildings (nonfarm)...................-.-++- 8,817 9,155 9,150 + 4 (a) 

Industrial MM eee tak shee or rele serena vonche hoiciere saacanscsusiei atte Mes 3,084 3,170 2.875 4+- 3 — 9 

Commercial | SAS A acim a hey Ee ee Tee oe are ne Sew arnt 3,631 3,585 3,775 — 1 + 5 

Office buildings and warehouses..................--.05: 1,684 1,870 2,025 +11 +8 
Stores, restaurants, and garages.................-...--- 1,947 1,715 1,750 —i2 + 2 
Other nonresidential buildings: ery tee tte oc racer 2,102 2,400 2,500 +14 + 4 
eM PLUS rember te sce Col, trie ba tueteacdiat) so Re tinea haunted 768 870 870 +18 0 
Educational 370).okinlox eECR Em ER RO Seton) ok DEN era ee ee 536 525 540 — 2 + 3 
Hospitaland anstitutional sence ei einen ne enieiee 328 505 590 +54 +17 
Socialvandurecreational aye cn mies season tie sin oer Q75 300 300 +9 0 
IMiscella neousem ysis cose cttucdcucee ioe @ oul a Gasuerciewaarine 195 200 200 + 3 0 
Farm construction Fs iyo RE RPA Oe MOREE, OO POR a Re ea 1,560 1,600 1,600 +3 0 
Public UCL CRE ene ep Ae eked RUN Ricoto ott tnt, Soe ah owe 5,113 5,825 §,150 +14 + 6 

1 RON URN ba en ger Re ae eae ETA RE eer See ren 2 hig 427 450 400 + 5 —l11 

Telephone andtelegrapl: wee Mel ceeee 8 oo cee wae teat 1,066 1,075 1,000 + 1 — 7 

Hievise Highiteandi power wee oa pet Mee epee 1,845 2,100 2,350 +14 +12 

US Ramee Rea asi cies tersa no Bee rsics Daxovtou rasenieoritci ocoush Savrhs wale oon c aa 1,400 ; i: 

Other Publicaties 1. cys; amine sacs hs ues ee hems 375 ; ae ‘ ae oi aby. 
FAllfother| private saz escent eee rc Skt ee iii eee 120 190 225 +58 +18 
RUBIECI CONSTRUCTION tina cise tins cain tte Peres ee 12,818 
Pecidentin uildings cats 4,0 0 b4~ ee cae Rts ay Oe oe 292 abs 300 te en 
Nonresidential 1OCiVT NV Yerc ey aetna ig en rR Rete dpe ERIE la Sed os 4,072 4,470 4,710 +10 +5 

MDGS EMAL ae ames sa cits tet 3% Ni seia clacers fat Oe eee ue eeeee 453 455 450 (a) — 1 

Educational. RSE ar eto siege Sues cane. Uae eet eam tans! nee igol age 2,549 2,830 3,000 +11 +6 

Hospital SHG INSTICULIONAl: ceaceaee nc ytae ie eee era ee 298 330 "340 +11 3 
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Conservation and development, © 2,..-/. = ct, Aen ee 826 965 950 +17 ae 
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1 Last two months estimated 
® Change of less than one-half of one per cent 
Source: Joint estimates of the Department of Labor and the Department of Commerce 


2 Estimated 
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the pressure to liquidate still lacks the compulsion that 
was present in the third quarter of 1953. 

Moreover, the recession that began in 1953 took some 
of its vigor from the abrupt decline of defense spending 
following the Korean truce. Between the second quarter 
of 1953 and the second quarter of 1954, federal outlays 
for national security fell roughly 20%, @r about $10 
billion at an annual rate. While the defense outlook re- 
mains unclear (a description that may set the 1957 
record for understatement), the range of possibilities 
hardly encompasses a $10-billion decline. 

On the other hand, some of the distinctions between 
the situation now and in the fall of 1953 may suggest 
greater rather than lesser severity. At the 1953 peak, 
the capacity of business to produce was fully employed; 
at the 1957 peak, plant capacity has obviously been less 
than fully employed. (As illustration, the level of indus- 
trial production at the middle of 1957 was no higher 
than it had been at the end of 1955; in the intervening 
eighteen months, manufacturing and mining industries 
alone had spent close to $25 billion for new plant and 
equipment.) 

The withdrawal of activity in recent months has thus 
disengaged additional capacity on top of an already 
existing excess. This is an explanation for the fact that 
capital goods demand is now in an independent decline, 
whereas in 1953 it declined only in sympathy with the 
decline in general business conditions. It is also a reason 
to expect a considerably sharper decline in these ex- 
penditures in 1958 than occurred in late 1953. 

For much the same reason, one is inclined to wonder 
whether the stability of wholesale prices in 1954 is a 
very reliable guide to the price trend of 1958. Excess 
capacity is the essence of price weakness, and is much 
more clearly relevant to 1958 than to 1954. 


Corporate Income Prospects 


Finally, it is worth noting that while 1954 was beset 
by a sharp reduction in defense spending, a substantial 
portion of this lost demand was successfully transferred 
to the personal and business sectors by tax reduction. 
Between mid-1953 and early 1954, the annual rate of 
personal income declined about $3 billion (the decline in 
earned income was about $5 billion, but $2 billion of 
this loss was restored through a rise in unemployment 
compensation). Virtually all of the $3-billion net loss 
was restored through a decline in personal taxes. 

And similarly with corporate incomes. The annual 
rate of corporate profits before taxes, and before inven- 
tory valuation adjustment, fell by over $5 billion be- 
tween the third quarter of 1953 and the second quarter 
of 1954. But a major portion of this decline was ab- 
sorbed by the expiration of the excess-profits tax. In 
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Diffusion Index Continues Decline 


DIFFUSION INDEX 
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* 1954 data not strictly comparable with data for later years 


THE CoNFERENCE Boarp’s diffusion index decreased 
further in September and October. Preliminary esti- 
mates put the October index at — 2.42, the lowest level 
since April of this year. Ten of the twelve components 
comprising the index declined. Four components—new 
orders for durables, steel production, average hours 
worked in durables industries and freight carloadings— 
have declined continuously in the past six months. New 
weaknesses also appeared for housing starts, and in 
average hours worked in nondurables industries. Only 
one indicator—paper and allied products production— 
has shown continued strength. 

The diffusion method of summarizing the behavior of 
a large number of individual indicators is described in 
the Board’s Technical Paper Number 5, “Cyclical Diffu- 
sion: A New Tool for Business Analysis.” A revision of 
the original index, as described in the Technical Paper, 
appeared in the May, 1957, issue of The Business 
Record.—J. R. 


fact, after inventory valuation adjustment, and after 
taxes, corporate earnings in early 1954 were almost 
equal to the peak quarterly rate of earnings in 1953. To 
what degree the 1954 tax reduction offset the 1954 cur- 
tailment in defense spending is impossible to measure, 
except in the over-simplified arithmetic of dollar reduc- 
tions in spending minus dollar reductions in taxes. It 
may be that in an atmosphere of incipient recession a 
dollar of tax reduction weighs more heavily than a dollar 
of curtailment in defense spending. 
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In any event, neither of these developments appears 
at all likely in 1958. Whatever else the Russian satellites 
have accomplished, they have at least greatly reduced 
the odds for tax reduction, if not obliterated them. 
Nothing like the 1954 reduction in defense spending 
thus hangs over the market, but on the other hand 
business and the consumer may have to bear the burden 
of any declines in their income without the convenient 
cushion of a lower tax bill. 

On the basis of this collection of evidence, a majority 
of analysts appear to have reached the conclusion that if 
other things remain equal, business is apparently in for a 
period of moderate adjustment; that accompanying de- 
clines in output may be less rapid than in the two earlier 
postwar adjustments; but that they may also be more 
prolonged. “Other things being equal” is, of course, a 
scientific way of describing the large areas of ignorance 
which are necessarily present in all forecasting. 


The Consumer as Question Mark 


However, two of the “other things” deserve mention. 
One uncertainty with respect to 1958 is the consumer 
himself. One may take either side of the question 
whether the volatile, often stimulative behavior of con- 
sumers in the postwar years—even in postwar recession 
years—has represented a catching up on purchases or 
whether it is now characteristic. If it is the latter, one 
might expect a renewal of strength in consumer dur- 
ables industries, coupled with a further injection of in- 
stalment credit, to compensate for two years in which 
net instalment borrowing has risen only moderately. 

Secondly, the behavior of government spending in 
1958 may yet turn out to provide an uptrend for the 
year. This remains far from certain; most analysts have 
experienced difficulty in seeing enough of a strengthen- 
ing in materials requirements and manpower require- 
ments in the defense sector to exert an important in- 
fluence on general business conditions. Nevertheless, in 
the world of late 1957, defense budgets no longer provide 
a fixed guide to spending (nor do they provide a guide 
to the timing of new defense orders). Consumers and 
governments, which are the recipients (apart from a 
small amount of exports) of the nation’s end product 
are, inevitably, the question marks for 1958. 

ALBERT T. SOMMERS 
Dwision of Business Analysis 


Business Forecasts 


General 


Dr. Joseph H. Taggart, Associate Dean, Graduate School of 
Business Administration, New York University (The Com- 
mercial and Financial Chronicle, November 14)—“. . . My 


own opinion, is that we are at the moment overbearish. Now 
there are signs of weaknesses in business. They are real signs 
that must not be discounted. Basic commodity prices have 
fallen to the lowest point since 1953. Wholesale commodity 
prices seem flattening out to a degree. One of the sustaining 
forces of 1957, foreign exports are tapering off and we can look 
forward to some substantial decrease in this area because of 
changes in thg world situation, currency difficulties and con- 
trols necessitated by other countries. Business expenditures on 
plant and equipment which sparked the big rise in 1956 and 
have been a sustaining force in 1957, are leveling off. Further, 
estimates of future expenditures are lower. . 

“We should not, of course, allow these factors of weakness 
and the psychological factors to cause us to overlook the ele- 
ments of real strength in our economy, which prevails today 
and which will have a bearing on business of tomorrow. Some 
of these strengths I find in the record heights of personal 
income, although there was a slight decrease in September: but 
continued high employment—the fact that there is little evi- 
dence of any falling off of business activity—retail trade re- 
mains high—and consumer price levels show resistance to 
pressures of tight money. All in all, people are earning large 
amounts, they are spending large amounts, and savings seem 
to be rising. . . . It appears to me that business is funda- 
mentally strong; and I would look for no reduction in the real 
gross national product for the present year or, so far as I can 
see, no substantial reduction in the first six months of 
1088...” : 


Dr. John V. Lintner, Professor, Graduate School of Business 
Administration, Harvard University (The Commercial and 
Financial Chronicle, November 14)—“. . . On balance... 
it appears that business generally will continue on a 
reasonably even keel through the end of this year, with some 
downturn probable in the first half of 1958. In over-all terms, 
these declines should be moderate, however, in the light of 
probable stepups in federal spending, over the levels contem- 
plated only recently. There will, however, be offsetting trends 
in different sectors, and consumer prices should continue to 
rise fractionally. There is no prospect of major changes in the 
supplies of savings or in over-all demands for funds over this 
period, with some reduction in business demands for outside 
capital being offset by increases in residential mortgages and 
perhaps Treasury borrowing. The Federal Reserve can be 
expected to maintain roughly the existing degree of credit 
restriction through this period and no major changes in either 
short or long-term interest rates are probable.” 


Construction 


“Construction Outlook for 1958” (November)—“Outlays 
for new construction are expected to total $49.6 billion in 
1958—5% above the record expenditure of $47.2 billion evi- 
dent for 1957, according to outlook estimates prepared jointly 
by the Departments of Labor and Commerce. This rate of 
dollar outlay would mark 1958 as the second highest year in 
the physical volume of work put in place (expenditures ad- 
justed for price changes), exceeded only by 1955. 

“The $2.4-billion expansion in 1958 construction will be 
mostly in residential building (private and public) and on 
highway work, which together are expected to account for 
$2.1 billion of the gain. Expenditures for almost all other 
major types of construction will probably rise moderately, or 
remain at about the 1957 level. The only notable declines will 
be for private industrial plants and military facilities. 
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“Reflecting the anticipated reversal of the 1956-1957 down- 
trend of private housing activity, total private expenditures 
for new construction are expected to contribute more to the 
total 1958 expansion than public—rising by $1.4 billion to 
$34.7 billion, compared with a $1-billion increase to $14.9 
billion for public projects. 

The expected volume of new construction in 1958 is based 

on the assumption that any change in the economic pace next 
year—as measured by national output, income, and employ- 
ment—will not be great enough to exert a significant push up 
or down on the total of new construction activity. It was 
assumed also that international developments would not 
affect construction in the continental United States. The 
estimates reflect expectations of an adequate supply of mate- 
rials and labor, and the assumption that construction costs 
will continue to trend moderately upward, but at a somewhat 
slower pace than in 1957. 
: “Supply of mortgage funds will continue to be a chief limit- 
ing factor in housing activity next year. Some easing in the 
mortgage market is assumed for 1958, however, in part be- 
cause of increased savings of the types used for mortgages, and 
also because investment in home loans should benefit from 
some tapering off in funds demand for such purposes as indus- 
trial plant and equipment expansion. The outlook assumes, 
therefore, that a total of about 1,100,000 new nonfarm dwell- 
ing units will be started in 1958, about 1,050,000 of which will 
be privately financed. This compares with a probable total of 
a little less than 1,000,000 private units and about 50,000 
public units in 1957.” 


Business Bookshelf 


Principles of Transportation—This text is a comprehensive 
treatment of the development, regulation, and economic 
background of all carriers: air, motor, rail, water, pipelines, 
freight forwarders, railway express, and urban transporta- 
tion. Each is discussed in detail, relating fundamental 
economic principles to realistic problems. By Frank H. 
Mossman and Newton Morton. Ronald Press Company, New 
York, 1957, 460 pages. $6.50. 


American Business Dictionary—A dictionary of terms in com- 
mon use in accounting, advertising, banking, business law, 
business economics, data processing, finance, government 
regulations, labor relations, management, market research, 
personnel administration, taxation and a number of other 
related fields. By Harold Lazarus. Philosophical Library, 
Inc., New York, 1957, 522 pages. $10.00. 


Unemployment Insurance—One of a series of popular pamph- 
lets designed to disseminate research beyond the pro- 
fessional academic group. It provides the reader with an 
explanation of the main features of the existing unemploy- 
ment insurance program and of the major issues involved 
in proposals to amend it. By Margaret S. Gordon and Ralph 
W. Amerson. Institute of Industrial Relations, University of 
California, Berkeley, 1957, 87 pages. 50 cents. 


Retirement Policies Under Social Security—A review of the 
legislative evolution of proposals relating to the retirement 
age and the retirement test under Old Age, Survivors and 
Disability Insurance. The author was a member of the staff 
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of the Committee on Economic Security in 1934-1935 and, 
until recently, was closely connected with the administra- 
tion of the program. His account is well documented and 
interesting. By Wilbur J. Cohen. University of California 
Press, Berkeley and Los Angeles, 1957, 105 pages. $3.00. 


Making the Most of Your Estate: A Guide for the Salaried 


Man—Largely by use of the case-study method, the 
author, vice-president of the Irving Trust Company of 
New York, suggests how intelligent estate planning can 
best be done under present conditions. Among the topics he 
discusses are the making of wills, the meaning and use of 
trust funds, and tax advantages obtaining under varying 
conditions. By Earl S. MacNeill. Harper & Brothers, New 
York, 1957, 182 pages. $3.50. 


The Family in a Money World—This volume is intended 


primarily as a handbook for persons who are called on to 
help families with their money problems. By Frances Lomas 
Feldman. Family Service Association of America. 1957, 188 
pages. $2.50. 


Agricultural Cooperation—A selection of readings on various 


aspects of farmer cooperatives culled from books, mag- 
azines and other publications. The forty-nine authors 
represented in this collection include college professors, 
government research specialists in agricultural economics, 
leaders of cooperative organizations, and congressmen. The 
editors divide the articles into three broad classifications: 
“The Emergence of the Cooperative Institution,” “Co- 
operatives in the Modern Economy,” and “Evaluation 
and Appraisal.”’ Edited by Martin A. Abrahamsen and Claud 
L. Scroggs, University of Minnesota Press, Minneapolis, 
1957, 576 pages, $7.50. 


Office Equipment: Buy or Rent?—The text considers the 


factors involved in deciding whether to buy or rent equip- 
ment. Consideration is given to the rate of return required 
on such investments, the estimated useful life and the cost 
involved in buying and in renting. Sample work sheets and 
rate tables are included in the text. By Robert N. Anthony 
and Samuel Schwartz. Management Analysis Center Inc., 
275 Newbury Street, Boston 16, Massachusetts, 1957, 92 
pages. $15.00. 


Management Accounting for Profit Control—This book pre- 


sents coordinated cost accounting and budgetry planning 
and control procedures used to guide management from 
foreman to president. The text includes reports and studies 
for management guidance. Review questions and problems 
follow each chapter. By I. Wayne Keller. McGraw-Hill Book 
Company Inc., New York, 1957, 435 pages. $7.00. 


Industry and Press Relations—A suggested approach to the 


handling of editorial publicity in national and local news- 
papers for industrial management, trade unions and tech- 
nical organizations. By Peter Hayle. John de Graff Inc., 31 
East Tenth Street, New York 3, New York, 1957, 142 pages. 
$3.00. 


Installing Electronic Data Processing Systems—This book 


deals with the important high-cost aspects of installing elec- 
tronic data processing systems. The text includes a dis- 
cussion of the selection and training of EDP personnel, 
programming, and the physical installation of the system 
and early phases of its operation. By Richard G. Canning. 
John Wiley & Sons Inc., New York, 1957, 193 pages. $6.00. 


Executives Report: 


[Survey of Business Opinion] 


AN AIR OF HESITATION 


AUTION on business prospects for the first half 
C of 1958 pervades the minds of the 179 industrial 

executives cooperating in this survey of business 
opinion. The consensus is that productive capacity for 
many products is excessive relative to current demand. 
Consequently, many predict that their companies’ 
profits before taxes during the six months ahead will be 
less than in the first half of 1957. Also, there are more 
companies that plan to cut their capital expenditures 
for the coming half year than expect to increase their 
spending for such purposes. 

As the treasurer of one textile firm puts it: 


‘With the winds blowing the way they are, one of our 
most important business objectives must be to strengthen 
our financial liquidity by making more effective use of work- 
ing capital investment and riding with a tight rein on 
capital expenditures.” 


The air of hesitation apparent in the comments of 
many cooperators is evidenced in the statement made 
by a paper producer that “‘changing conditions and more 
than usual uncertainties make 1958 one of the most 
difficult years to forecast since the war.” 

On the other hand, many survey respondents agree 
that their first-half-1958 new order receipts and value of 
production, while falling short of the rates achieved in 
the first half of 1957, will compare favorably with 
second-half-1957 results. 

Other producers “are not at all alarmed’’ by the ex- 
pected reduction in their 1958 business, pointing out 
that “since 1957 was an exceptional year for us we can 
still consider 1958 sales volume and profits to be 
normal,” 


DIVERGENT TRENDS 


Companies in nonmetal industries are far more opti- 
mistic regarding the outlook for their business than are 
survey participants in the metal-trades industries. For 
example, 55% of all nonmetal-products companies ex- 
pect to obtain more new orders in the first half of 1958 
than during the same period in 1957, as compared with 
only 21% of the metal-products companies voicing 
similar expectations. 

Most of the companies reporting in the following non- 


metal industries expect their new orders, dollar billings, 
production, and profits to increase: inorganic and or- 
ganic chemicals, furniture and fixtures, textile-mill 
products. Nonferrous metals firms are the only industry 
group among the metal-trades respondents that are 
similarly optimistic about their first-half-1958 com- 
parisons. 

Least favorable comparisons are expected by the 
companies in blast furnaces and steel mills, iron and 
steel foundries, and the metalworking machinery 
categories. 


SAGGING ORDERS 


Survey participants are generally pessimistic about 
the possibility of new orders during the next six months 
exceeding the order rate of the first half of 1957. A 
greater proportion (43%) expect new orders will come in 
at a slower rate in the first half of 1958 than anticipate 
a faster tempo of ordering (33%). The remaining 24% 
believe that new order receipts in both periods will be 
comparable. 

A somewhat brighter picture emerges when antici- 
pated first-half-1958 new orders are compared with 
those received in the second half of 1957: 34% of all 
responding producers expect to show gains; 31% report 
declines are in prospect; and 35% foresee no change. 

Some of the companies predicting a downturn in their 
new orders point to such factors as “reduced demand,” 
“military cutbacks in purchases” and “a general level- 
ing off in industrial activity.”” However, one paper 
producer, although expecting a decline in new orders 
puts things in perspective by adding: ‘“‘Let us say that 
we have just completed the biggest year in our history.” 

Several cooperators look to a favorable trend in new 
orders in the next six months that will be “largely at- 
tributable to price increases.’ But the president of a 
company in the paper industry notes that while “cur- 
rent prices which were increased last June should be 
increased again to cover the increased costs of transpor- 
tation, raw materials, fringes and labor, I am afraid the 
condition of the paper market will not permit such 
increases no matter how much they are justified.” 

Others base their hopes for sustained levels of orders 
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on the “introduction of new lines’ of products and “new 
and improved models.” 


MORE BILLINGS .. . 


Cooperating producers are more optimistic regarding 
the outlook for dollar billings in the first half of 1958. 
Forty-two per cent estimate that their dollar billings for 
this period will show improvement over first-half-1957 
levels, as opposed to 36% who expect such comparisons 
to be unfavorable. The remaining 22% foresee no change 
in either direction. 

Similarly, 45% of all reporting companies believe that 
dollar billings in the first half of 1958 will be higher than 
those in the six months just ended, 30% expect billings 
will decline, and 25% expect them to remain steady. The 
reason that some companies expect their billings to hold 
up better than orders is that “backlogs are so substan- 
tial that new orders coming in, although considerably 
lower, will have no immediate effect.” 


. . . BUT LOWER PRODUCTION 


More companies (45%) reveal that their dollar value 
of production in the first six months of 1958 will be 
lower than in the first half of 1957 than expect to expand 
their rate of production (33%). The other 22% are 
scheduling their production to equal year-ago levels. 

The reverse is true when comparison is made between 
the value of production planned for the coming half- 
year and the amounts actually produced in the second 
half of 1957: 41% anticipate production will trend up- 
wards, 28% contemplate production cutbacks, and 31% 
expect no change. 


CAPACIOUS CAPACITY 


In considering the production outlook, cooperators 
were asked: “Do you consider the industry’s capacity 
for your principal products to be excessive relative to 
current demand?” Three out of every four companies 
indicate that capacity has indeed outstripped the de- 
mand for their products. 

A number of companies explain, however, that “in 
normal times capacity in our industry is always greater 
than demand. This is necessary to meet seasonal peaks 


‘and unforeseen emergencies.” And the president of a 


foundry makes the point that his industry’s “capacity 
is excessive in relation to the current demand but not in 
relation to what we consider normal demand.” 
Another company president in the structural metal 
products field expresses a similar view when he writes: 


“The capacity in our industry is ample to take care of 
the present demand. However, it would not take too large 
an increase in new business to bring about a healthy supply 
and demand relationship. We do not consider the industry 
to be overbuilt.” 
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But other companies are gravely concerned by the 
problem of overcapacity. The president of a company 
producing instruments and controls cites the example 
of his own firm’s situation: 


“We are running at about 60% to 70% of capacity, since 
we have this year built a new plant for the purpose of ex- 
panding our capacity. The plateau-ing of the economy 
catches this move at an inopportune time.” 


Speaking for several metal-trades companies, one 
producer of specialized industrial machinery feels that 
restoration of a balance between supply and demand 
will hinge upon “‘a change away from hesitation on the 
part of customers to incur large capital investments and 
the ability of the industry to make current equipment 
obsolete through technological change.” 

Another machinery producer feels that “the over- 
supply is severe only because of high capital costs 
caused by inflation and a general loss of confidence.” 
But one foundry operator flatly states that barring a 
pickup in business, “the only way balance will be re- 
stored is if some go out of business, and some are doing 
that.” 


A RETURN TO EQUILIBRIUM 


Of sixty survey participants venturing to predict 
when the current imbalance will be eliminated, eleven 
mention 1958, sixteen say 1959, fourteen do not believe 
oversupplies will disappear before 1960, and nineteen 
mention 1961 or later. 

Among those not expecting an early return to equilib- 
rium between capacity and demand is one furniture and 
fixtures producer who believes this event will have to 
await “the substantially higher rate of family formation 
that is predicted for the early 1960’s.”” Some more 
optimistically inclined executives base their expecta- 
tions on the premise that there will be an early “reversal 
of the business cycle.” 

One sales vice-president of a steel company says: 


“Under what might be termed normal conditions, there 
will always be an oversupply and when you ask when bal- 
ance will be restored, our opinion is never, under normal 
conditions. Production capacity will always keep ahead of 
normal requirements, anticipating our being prepared for 
unusual demand.” 


INVENTORIES EXPAND 


More than half (52%) of all reporting companies state 
that the current dollar value of their inventories is 
greater than that of a year ago. Inventories have been 
reduced during the past year by 31% of the companies 
and have remained fixed at the remaining 17%. 

Inventory-sales ratios are reported to have risen in 
the past year at 39% of reporting firms, whereas for 34% 
of the firms the ratio is currently lower than a year ago. 
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Another 27% report that their inventories expressed as 
a percentage of sales are unchanged from a year earlier. 

The tendency for inventories to rise is attributed in 
part by one industrial machinery producer “to increased 
material costs’; and a paper producer indicates that “in 
order to meet the demands of our customers, we are 
forced to carry more finished goods in inventory than 
would be our custom.” 

One communications equipment manufacturer heavily 
dependent on government defense business faces a spe- 
cial problem in that “the current upheaval in budgeting 
and the delay in funding where we are not being paid are 
causing us to carry some inventory which normally 
would be receivables.” 

While 19% of those companies reporting on their 
inventory plans for the next half year expect to add to 
their current stock levels, a greater proportion (42%) 
expect to reduce their investment in inventories, and 
89% declare that their inventories six months hence will 
be about as large as at present. 

A moderate inventory policy is implied in the re- 
marks of two survey cooperators. One, in the metal- 
working machinery field writes: 


“We will be extremely cautious in increasing our inven- 
tories, and more especially so inasmuch as our sources of 
supplies are now in the position to make reasonably prompt 
deliveries.” 


The other, the sales vice-president for a general indus- 
trial machinery firm, states: 


“Our policy at this time can be more properly described 
as cautious rather than pessimistic. We are not contemplat- 
ing any hasty or pronounced liquidation of our inventory 
position.” 


“WAIT-AND-SEE” ATTITUDE 


According to present plans, 43% of all respondents 
will curtail their capital expenditures in the first half of 
1958, and will spend at a rate below the average prevail- 
ing in 1957. Another 32% expect to maintain their 1957 
rate of capital expenditures, and only 25% intend to step 
up their capital spending in the next six months beyond 
the 1957 rate. 

Some are “cutting capital expenditures to the bone 
until there is a definite trend upward.” Typical of the 
conservative attitude adopted by other respondents is 
this statement by the president of a structural steel 
products company who writes: 


“Our rate of capital expenditure during the first half of 
1958 will undoubtedly be lower than the average in 1957. 
This is a deliberate wait-and-see attitude, and could change 
rapidly if more positive and favorable trends develop in our 
industry. We need to continue to spend at the rates in 
effect in recent years, but feel right now we should be a 
little cautious in making further commitments.” 


The president of a nonferrous metal products firm 
hinges his company’s capital spending plans to future 
developments in the money market. He says: 

“We have two long-range programs in mind which will 
depend upon the money market as to when they will be 
undertaken. Should the financial situation become attrac- 
tive in 1958, at least one of these programs would be under- 
taken on a somewhat more modest basis than as first 
conceived.” 


PROFITS SQUEEZE CONTINUES 


“You cannot have more profits when your increases 
in costs exceed the amount that you can raise your 
prices,” writes one paper products executive comment- 
ing on first-half-1958 prospects. Similar views are ex- 
pressed by other cooperators among the 44% who fore- 
cast that profits before taxes in the six months ahead 
will fall short of first-half-1957 results. 

For example, one producer of general industrial ma- 
chinery expects a “‘severe decline in profits due to a 
decrease in our rate of operations, accompanied by more 
highly competitive price structures and rising costs. 
These we find extremely difficult to pass along to our 
customers at a time when capacity is in excess of 
demand.” 

Twenty-two per cent of responding companies expect 
to equal their first-half-1957 pretax profits during the 
next half year, and 34% forecast higher profits before 
taxes. One of these latter producers, this one in the 
furniture and fixtures industry, writes: 

“We have taken considerable steps to get our house in 
order for what appears to be a mild downturn in business 
activity. As a result of this we expect our profits before taxes 
for the first half of 1958 to be at least as good as the first 


half of 1957, with the possibility of their being substantially 
better.” 


LONGER-RANGE OPTIMISM 


Many companies agree with the treasurer of a metal- 
working machinery firm who is “not too optimistic on 
the year 1958, particularly the first half. Long-range, 
however, we feel optimistic.” 

Another executive is still more hopeful as to the im- 
minence of an upturn in his business, writing: 

“The major part of our 1957 profits was obtained during 
the first half of the year. On the other hand, we expect the 
low part of our sales volume during the first half of 1958, 
with the major part of our sales coming in the second half.” 

Sotomon Erue 
G. CLark THompson 
Division of Business Practices 
ieee seseepeee se iceses peso ices ee 
For summarizations of outlook prospects industry by industry 
turn to page 568 
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The retail price level in October, 1957, was virtually un- 
changed from the preceding month according to Tur Con- 
FERENCE Boarp’s consumer price index. A slight increase of 
0.1%, the smallest in the past half year, was recorded in the 
“all-items” index for the United States, which rose to 105.4 
(1953=100). This new rise brought the index to 2.6% above 
October, 1956. 

The purchasing value of the consumer dollar, at 94.9 cents 
(1953 dollar = 100 cents), shrank 0.1 cent over the month. The 
reduction in buying power over October, 1956, was 2.6 cents. 

Price declines in two of the index components were not suf- 
ficient to balance increases in the remaining three major 
groups. Food, off 0.1%, recorded its first price decline since 


and bakery products advanced 0.3% and the dairy products 
and eggs index 2.4%. The latter moved up under the impact 
of a 7.4% rise in eggs and scattered increases in butter, cheese 
and fresh milk. 

The transportation index was off slightly for the first time 
in six months. Public transportation costs, which had exerted 
a steady upward influence on the index, were unchanged in 
October. Automobile transportation costs, on the other hand, 
declined seasonally as the market awaited the new car models. 


The Increases 


Housing and sundries costs, each up 0.3%, repeated their 
performance of the previous month. Seasonally high fuel 


The Conference Board's Consumer Price Index—United States Cities Over 50,000 in Population 


1953 = 100 Rebased Indexes 
Housing Al An 
Purchasing I I 
All Food Fuel Furnish- | Apparel Trans- | Sundries | Value of say —_ 
Items Total Rent Powss and dees Leche ollar Beep See 
ater |Equipment' 

1956 September.| 102 4 100.3 103.3 108.1 104.3 99.3 100.38 104.1 104.7 97.6 186.0 116.6 
October...| 102.7 100.8 103 .4 108.4 104.7 99.3 100.5 104.1 105.0 97.4 186.5 116.9 
November.| 103.2 100.5 103 .6 108.5 105.3 99.5 100.7 107.7 105.2 96.9 187.3 117.4 
December.} 103.2 100.5 103.7 108.6 105.5 99.8 100.7 107.9 105.4 96.9 187.5 117.5 

1956 Annualav.| 101.9 99.0 102.9 107.8 105 .0r 99.3 100.0 105.0 104.2 98.1 185.1 116.0 

1957 January...| 103.4 100.2 104.5 108.7 107.8 99.8 100.8 107.8 105.5 96.7 187.8 VIA. 

ebruary..} 103.6 100.5 104.8 108.9 108.6 100.0 100.9 107.7 105.8 96.5 188.2 117.9 
March....} 103.7 100.4 105.2 108.9 108.7 100.4 101.0 107.3 106.1 96.4 188.4 118.1 
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Jtne-case 104.5 102.0 105.5 109.6 108.3 100.5 101.2 107.5 106.7 95.7 189.7 118.9 
aby eae 104.8 102.8 105.5 110.1 106.6 100.4 101.2 107.6 107.2 95.4 190.3 119.2 
August....| 105.1 103.5 105.5 110.2 106.4 100.3 101.5 107.6 107.7 95.1 190.9 119.6 
September.} 105.3 103 .6 105.7 110.3 106.6 100.8 101.8 107.6 108.0 95.0 191.2 119.9 
October...| 105.4 103.5 106.0 110.9 106.9 101.0 102.0 107 .4 108.3 94.9 191.4 120.0 
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March. The steady upward trend of transportation costs 
over the past half year was also interrupted with a decline in 
that index of 0.2%. The increases occurred in apparel (0.2%), 
housing (0.3%), and sundries (0.3%). 


The Declines 


Food costs, a major factor in the consumers’ budget, de- 
clined slightly after a sustained upward movement. Between 
March and September the food index rose 3.2%. Mainly re- 
sponsible for the October decline were lower-priced meats, 
fruits and vegetables. The meat, fish and poultry index was 
off 1.1%, as the recent upward trend in pork prices was re- 
versed by a 2.4% drop. Poultry declined 3.9%, and beef was 
off slightly. Fresh fruits and vegetables, moving down season- 
ally for three consecutive months, were respectively 0.9% and 
3.2% cheaper. The “other food” group was off 0.9%, as prices 
for coffee were cut 3.2% and sugar was down slightly. Cereal 


+0.2 


| +0.1 
bial 


42.6] 42.7 


prices, combined with advances in rents, household operations, 
and furnishings and equipment, were responsible for the higher 
housing index. Sundries moved up, with personal care items 
and newspapers substantially higher. Recreation costs and 
medical care rose to a lesser extent. 

Apparel costs, which had been very stable during the spring 
and summer, moved up for the third consecutive month. 
Women’s apparel cost 0.2% more and men’s clothing costs 
went up 0.1%. These increases were augmented by higher 
charges for dry cleaning, shoe repair and clothing materials. 

Compared with a year ago, consumers had to pay more for 
all groups. Transportation costs led the rise with a 3.2% in- 
crease, while sundries followed closely with a 3.1% hike. Food 
costs rose 2.7%, housing was up 2.5% and apparel 1.5%. 


HELEN B. Junz 
Division of Consumer Economics 
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Spot Prices of Raw Industrials Sag 
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A BREAK IN 


NFLATION—past, present and impending—has 
been a recurrent concern of businessmen since the 
end of the war. But, at least with regard to the short- 
term future, the concern has recently subsided. Declines 
in important economic indicators— personal income, in- 
dustrial production, retail sales, and freight carloadings, 
for example—suggest that some of the pressure behind 
price advances has been removed, at least temporarily. 
Reduction of the discount rate from 314% to 3% by 
several Federal Reserve banks (with the remaining 
banks shortly following suit) reflects this change in the 
price climate. A change in the price trend itself has 
shown up in the price statistics compiled by government 
agencies. No marked decline has emerged in these in- 
dexes, but the cyclical pattern of general, cumulative 
rise that persisted throughout the two years ended at 
mid-1957 seems to have been broken. 

A mild softening has already been indicated in the 
BLS wholesale price index. The all-commodities index 
receded 0.6% from August to October, wholly as a result 
of a 4% decline in prices of crude materials. Prices of 
goods at the intermediate and finished stages have thus 
far been holding steady. Within the major commodity 
groups of the wholesale price index, there have been 
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THE PRICE SPIRAL? 


divergent movements. In recent months, prices have 
continued to inch up, even though slightly, for machin- 
ery and motive products (particularly construction and 
electrical machinery and equipment), chemicals and 
allied products (particularly paints and inedible fats and 


Wholesale prices drift down in recent months . . . 
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oils), and pulp and paper. Steadiness has characterized 
the prices of furniture and household durables; hides, 
skins and leather; nonmetallic minerals; rubber and 
rubber products; textile products and apparel; and 
tobacco manufactures. A slight downward drift has been 
in evidence for fuel, power and lighting materials and 
lumber and wood products. 


Spot Prices 


The only area where prices have shown marked weak- 
ening is in the BLS index of spot prices for thirteen 
industrial raw materials. With the exception of cotton 
and tallow, each of the items in this group has recorded 
a significant price decline over the past year. (See 
charts.) These prices are, of course, sensitive, and re- 
spond swiftly to changing market conditions. 


CPI Holding Up 


As of October, the latest data available, the over- 
all consumer price index had not yet shown a reversal 
of its uptrend, which has been uninterrupted since the 
beginning of last year. However, a leveling off seems to 
be in evidence. (See chart.) While the BLS index of all 
items at the beginning of the fourth quarter stood 
about 3% above a year ago, it had been virtually un- 
changed for about four months. Food prices were in the 
downward phase of their usual summer-fall seasonal 
cycle, and the usual autumn advance in apparel prices 
(reflecting the introduction of new fall clothing prices 
into the index) was absorbed with very little change 
in the aggregate index. What upward tendency re- 


. . . but individual groups show divergent movements 
from a year ago 
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Consumer Prices: Commodities versus Services 
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mained was clearly enough localized in the service 
components of the index rather than in the goods 
components. 

A special breakdown of the consumer price index into 
durables, nondurables and services discloses that retail 
prices of hard goods have been virtually stationary 
throughout 1957; soft goods (excluding food) have risen 
moderately, and service prices significantly, in the past 
nine months. Services other than rent have, on the 
average, risen just as rapidly as rent since the beginning 
of the year. 


Goods versus Services 


During World War II, prices of commodities rose 
much more sharply than the prices of services. From 
1940 to 1947, the goods segment of the consumer price 
index ticked off a robust 85% increase, while prices for 
consumer services rose only 17%. In the postwar decade, 
costs of services have risen nearly 45%, as against barely 
20% for retail goods. Much of this relative increase in 
service prices may represent a catching up (as in the 
case of rent), and in any event commodity prices evi- 
dently remain considerably more sensitive to cyclical 
conditions than services. In the two recent recession 
years of 1949 and 1954, prices paid by consumers for 
goods showed significant declines, while prices paid for 
services rose steadily in each of these years. Many of the 
items entering into the commodity index, such as ap- 
parel, home furnishings, appliances, etc., are more sus- 
ceptible to short-run changes in demand than are rent, 
gas, electricity, telephone rates, transit and railroad 
fares, and similar items that constitute the bulk of serv- 
ice expenditures. 

SuirLey S. Horrman 
Division of Business Analysis 


Executives Express 


[Survey of Business Practices] 


MISGIVINGS ON CHRISTMAS GIVING 


“The business Christmas gift practice is an irritating 
problem which arises at what is presumed to be a festive 
and somewhat tranquil period of the year.” 


Pose ee ee 


“The Christmas gift tradition has become a racket and 
is completely out of hand.” 


* * * * * 


“What a fine world it would be if everyone ceased 
giving and receiving business gifts.” 


some executives participating in this month’s 

survey of business practices express when asked 
for comments on company giving and receiving of busi- 
ness Christmas gifts. In all, 87% of the 175 participating 
companies state that their experience with this practice 
has been unfavorable. 


DESIRABLE— WITH QUALIFICATIONS 


On the other hand, 10% of the cooperating executives 
feel that the practice of giving and receiving business 
Christmas gifts is “a part of friendly business relation- 
ships and as such is desirable.” ““There is merit,”’ writes 
a paper company executive, “in the recognition of the 
Christmas holiday with a meaningful token in the spirit 
of the season.” 

However, even these company representatives qualify 
their support by stating that “gifts of great value can 
cause more trouble than good.” In this vein, the presi- 
dent of a general industrial machinery concern cautions: 
“The practice is not undesirable, providing that it is 
kept within the bounds of propriety,” which, adds a 
food executive vice-president, “is all too infrequently 
done.” 

“I think human nature being what it is,” says an 
electrical industrial equipment executive, “the practice 
of giving gifts is a desirable one, but it needs to be 
watched carefully by both the giver and the receiver so 
as not to get out of hand. We have no objection to the 
giving of a small remembrance at Christmastime. But 
we would object strenuously if our purchasing agent re- 
ceived a grand piano, for example, as one purchasing 
man I know did.” 

The president of an iron and steel foundry sums up 
the feelings of this group when he says: 


[= ABOVE remarks testify to the strong feelings 


“We believe that when a supplier has rendered us all the 
necessary services, it is an added pleasure and makes for a 
better relationship to allow him to remember our buyers at 
this particular season. Similarly, it is worth the time and 
effort to remember our customers with a small gift. We 
recognize the dangers and weaknesses. But when applied 
with due care and integrity, the exchange of gifts maintains 
and furthers effective human relationships.” 


AN OPEN QUESTION 


The remaining 3% of survey cooperators are un- 
decided about the value of giving and receiving business 
Christmas gifts. Some of these companies report that in 
their firms “‘the practice is not widespread enough to be 
labeled desirable or undesirable.” And the treasurer of 
a paper concern writes that “‘its desirability is hard to 
evaluate. But I believe it is ‘better to give than to 
receive.’ ” 


THE CASE AGAINST GIFTS 


Most of the 152 cooperators who express their dis- 
approval are against the idea of exchanges at Christmas 
time because they have tended to get out of hand and 
now have “reached unreasonable proportions.” As the 
president of a construction materials company puts it, 
“{n many situations it amounts to commercial bribery.” 

According to a machinery vice-president: ““We had to 
face this problem a number of years ago when an analy- 
sis of our expenditures during the Christmas season re- 
vealed that they extended to such a point that they 
actually violated the Christian precepts of the Christ- 
mas season.” 

Commenting on the current situation, the president 
of a lumber products concern notes: 


“There is a tendency in recent years toward giving more 
expensive gifts. We now find ourselves in the position of dis- 
tributing gifts running many times the $2 cost of the simple 
convenience items we gave a few years ago. These presents 
generally are received by those in the purchasing depart- 
ment who are in a position to place orders. I believe this to 
be a bad practice because it is only natural and human for 
people to remember receiving rather elaborate gifts from 
specific companies or individuals. This takes procurement 
off the merit system and puts it on a personal basis.” 


Other cooperators report that “companies attempt to 
outdo one anotherin gift giving in order to get business.” 
“The problem here,” according to one company presi- 
dent, “is that, as in many other areas, people will not 
draw a reasonable line and adhere to it.”’ This fact has 
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led one paper manufacturer to prohibit the giving and 
receipt of gifts when he saw that “the holiday salutation 
was being converted from a greeting to a more concrete 
form and then gradually into a contest between sup- 
pliers.” 

Excesses in business Christmas gift giving have 
caused the president of a refrigeration machinery firm 
to believe that the exchange of business gifts should be 
on a personal basis. As he puts it: “It is recognized that 
satisfactory business relations often generate strong 
personal ties between individuals. Let them settle their 
personal sentiments and obligations (if any) with per- 
sonal checkbooks. Business gifts are likely to have an 
implied purpose which our management holds to be en- 
tirely out of order.” 


The Customer Pays 


Many participating company officials opine that the 
idea of Christmas business gifts is unsound in principle 
because “it adds nothing to the business relationship” 
and therefore is “an additional and unnecessary expense, 
all or part of which undoubtedly is passed along to the 
customer.” 

One apparel company’s vice-president advises that 
“if a supplier wishes to keep his customers satisfied, he 
can do more good by improving service, lowering prices 
or improving the quality of his goods than he can by 
spending substantial sums on gifts for employees of the 
customer.” Looking at it from the seller’s viewpoint, 
the chairman of the board of a paper company com- 
ments that “if a company cannot sell its goods based on 
quality and service, a Christmas present will not cheer 
up the customer.” 

Actually, points out one cooperator, the practice can 
boomerang, since “the recipient of the supplier’s gift 
frequently feels he has to demonstrate to associates and 
competitors that the position of the donor has not been 
enhanced by such action.” 

A few cooperators are more tolerant of the practice, 
pointiag out that gift giving may have “some value 
from the standpoint of advertising or keeping the com- 
pany name before the customer.” For example, a metal- 
working machinery vice-president writes that “‘al- 
though we feel the practice is not necessary, we realize 
that some of the smaller companies do practically no 
advertising during the year and thus a small remem- 
brance from them at Christmastime is not out of 
order.” 


PRACTICE vs. THEORY 


Although survey cooperators are by a large majority 
against business Christmas gifts, many report having 
great difficulty in eliminating or curbing the practice. 
Typical are the remarks of one machine-tool company 
executive, who states: 


“We have tried to discourage people from giving gifts at 
Christmastime to those in our employ, but despite our 
pleas, we cannot stop them. We have received many letters 
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from large corporations asking us to discourage such giving, 
but even some of their own men, whether on a personal or 
on a company basis, continue to give gifts.” 


Similarly, the president of an iron foundry remarks: 
“We are pursuing a program of modification, but this is 
difficult to do, however, due to the danger of insulting 
the supplier. Furthermore, we are quite conscious of 
the fact that many gifts are made to subordinates in the 
organization rather surreptitiously.” A food company 
president adds: “We think that suppliers have taken in 
recent years to sending gifts to the homes of our execu- 
tives—which contravenes our policy.” 

Other cooperators feel that they must continue to 
distribute gifts because “‘competition dictates that it be 
perpetuated,” or because “it seems to be expected in 
many business areas.” 

“We always reach the conclusion,” writes a paper 
company official, “that it would be difficult to make a 
radical change in the practice of giving or receiving busi- 
ness gifts in view of its general acceptance.” Hence, a 
rubber company executive explains that “we must be 
realistic to the extent of participating on a modest 
basis, although we do everything possible to discourage 
the practice.” 

As a result of such considerations, there is a gulf be- 
tween the expressed views of some cooperators regarding 
the desirability of business Christmas gifts and their 
actual practices. 

Whereas 87% of all the participating firms disapprove 
of the practice, only about three out of ten actually prohibit 
gift acceptances by their own personnel and only four out 
of ten do not distribute gifts to outside business contacts. 


A TREND AWAY FROM GIFTS 


About one out of every three companies participating 
in this survey (fifty-five manufacturers in all) reports 
taking definite steps in recent years to limit the practice 
of giving and receiving business Christmas gifts. Still 
others state that they moved in this direction many 
years ago. In contrast, only one firm reports an easing 
of its prohibition of gift acceptances, so as not to “hurt 
or insult suppliers who had become personal friends 
with the purchasing department employees and wanted 
to express their friendship with modest items.” 

“The general feeling amongst our management 
group,” writes an iron and steel foundry executive, “is 
to gradually discontinue the giving of business gifts and 
conversely to adopt a policy of nonacceptance of gifts.” 

Most of the fifty-five firms have concentrated 
specifically on eliminating or reducing the quantity and 
value of incoming gifts. For example, the personnel di- 
rector of a specialized industrial machinery concern 
states: “Up until 1956 we took no position with respect 
to this gift acceptance problem. However, the number 
and value of the gifts received by certain of our em- 
ployees increased to such proportions as to make it 
imperative that the company cease the acceptance of 
gifts.” 
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Others have stopped giving business presents alto- 
gether and some have curtailed expenditures for such 
purposes. According to one furniture and fixtures pro- 
ducer: ““We formerly gave more expensive gifts. How- 
ever, these tended to become expected rather than ap- 
preciated. Now, we like to remember our customers 
with items of token value.” 

A nonferrous metals vice-president reports ending 
gift distributions on the part of his company for an- 
other reason. He writes: ‘“We found that with so many 
customers it was impossible to offer more than a token 
gift of nominal value. And this, of course, put us in the 
position of competing with much smaller firms who do 
business with only two or three major concerns and go 
‘all out’ in remembering their contacts at Christmas.” 


CHRISTMAS GIFT POLICIES 


Eighty-four, or slightly less than half of all participat- 
ing companies, state that they have a definite policy 


governing the acceptance or distribution of business 
presents. However, only fourteen of these report that 
their gift policy is in written form. Other cooperators say 
that their policies are clearly stated in letters sent to 
vendors. Often copies of such letters are circulated 
among those employees likely to receive or give Christ- 
mas offerings. Some point out that while their policy 
“is not in writing, every major and junior executive 
understands it thoroughly.” 

To ensure adherence to policy, some cooperators ex- 
plain that a memorandum is sent every year to officers 
and sales offices reminding them of it. Or, as the presi- 
dent of a specialized industrial machinery firm writes: 
“it is reiterated in the fall of each year at staff and 
management committee meetings.” 

The importance attached to this question can be seen 
from the fact that forty-six of the forty-eight concerns 
specifying who formulates their gift policies and pro- 
cedures state that these are determined by the executive 


Examples of Policy Statements 


The following are excerpts from selected formal gift 
policies in effect in cooperating companies. 


No giving and receiving of gifts 

“The corporation feels that no employee should ac- 
cept gifts (other than regularly distributed advertising 
matter) from concerns with whom we do business. Simi- 
larly, the corporation does not send gifts to these firms 
or to individuals representing them. While we recognize 
that such gifts are often expressions of cordial relation- 
ships between individuals closely associated by their 
work through the year, their acceptance can often place 
the individual or the corporation in an embarrassing 
position. Each year we receive an increasing number of 
letters from customers requesting general adherence to 
such a policy.” — (Organic chemicals) 


Prohibiting the acceptance of gifts 


“Gifts of tangible value cannot be accepted by em- 
ployees from any vendor or supplier. The question of 
what constitutes tangible value is one for which we must 
rely on the experience and common sense of individual 
employees to resolve. Obviously, tokens of advertising 
value, such as calendars, a pencil and memorandum 
pads, come under the heading of advertising items and 
are not considered within the meaning of this policy. 
Such items as cigarette lighters, bottles of liquor, clocks, 
radios, and other gifts of real value do come under the 
scope of this policy. 


“Procedure: Employees who are personally confronted 
with the offer of a gift must refuse it in a tactful, pleas- 
ant manner, advising the person of the general company 
policy prohibiting receipt of such gifts. Gifts which are 
mailed to employees should be returned in the mail with 


a tactful and pleasant letter, explaining the necessity of 
refusing them.”— (Instruments, controls, and apparatus) 


Discouraging the acceptance of gifts 


“Tt is the policy of the company to discourage, as tact- 
fully as possible, the custom of some of our suppliers of 
giving gifts to our employees, as evidenced particularly 
at the Christmas season. It is recognized that gifts 
thrust upon employees cannot be gracefully rejected. All 
personnel are requested, therefore, to exercise due dis- 
cretion and to promote the spirit of this policy. 


“Procedure: Annually, in advance of the Christmas 
season, the director of purchasing, will, by letter to all 
of the company’s suppliers of record, circulate the com- 
pany’s wishes in this matter. Division managers of pur- 
chasing will supplement this letter by whatever means 
they may select at their discretion. Gifts proffered by 
suppliers in disregard of this policy should not be re- 
jected unless it is certain the rejection will not offend.” 
— (Specialized industrial machinery) 

Prohibiting the giving of business gifts 

“The following was sent to members of the company’s 
sales department: 

“We are sure that you will assist us in the coming 
holiday season by respecting our policy regarding 
Christmas or other gifts. We believe that the giving of 
gifts is not in keeping with the best interests of our re- 
spective companies. Good quality, good service, at good 
prices, should be the basis of our business relations. No 
doubt this thought is in direct agreement with your 
own policy. If so, we commend you for it. If it is not 
now your policy, we suggest that you adopt it and add 


your support to abolishing the practice of business 
gifts.” —(Aircraft and parts) 
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officers. In this connection, the executive committee, 
“top management” and the president are mentioned 
most frequently. Only two firms delegate this task to 
the sales manager or the purchasing agent. 


ACCEPTANCE OF GIFTS 


Forty-four per cent of all cooperators state that at 
the present time they allow their employees to accept 
Christmas gifts from outside companies. Another 28% 
of participating companies, while not enjoining their 
employees from accepting gifts, try to discourage the 
practice. “It is impossible to avoid receiving some gifts,” 
explains a metalworking’ machinery official. “So long 
as these are of a minor nature we feel that more harm 
would be done by arbitrarily making rules about re- 
turning them than by allowing the employees to keep 
them.” 

The remaining 28% of the 175 concerns surveyed 
prohibit the acceptance of such gifts by their employees. 
Amachinery producer adhering to sucha policy explains: 
“There is no way of controlling the gift acceptance situ- 
ation except to absolutely prohibit it.” 

Commonly, those firms not allowing the acceptance 
of gifts report that they mail letters to suppliers inform- 
ing them of this policy and asking their cooperation. 
Many executives indicate that “for the most part these 
letters are received favorably and go a long way toward 
ending the practice.”’ However, in a few cases, “‘the 
letter seemed to have a reverse effect.”’ A motor-vehicle 
equipment company vice-president notes: “Instead of 
stopping the practice, it seemed to make those people 
who were not giving gifts aware that other suppliers 
were doing so.” 

In some cases, “if gifts are received, employees are 
required to return them with a note explaining that 
it is against policy to accept them.” “If a perishable 
gift such as fruit is received,” writes an organic-chemical 
company executive, “it is given to a local charity, and 
a letter is sent to the donor thanking him and explaining 
what disposition has been made of the gift, and our 
reason.” Cooperators often indicate, however, that their 
policy of nonacceptance of gifts does not extend to ad- 
vertising items or novelties of extremely small value. 


Discourage Acceptances 


Other participating concerns report, as does a paper 
company president, that “we have not forbidden em- 
ployees to accept gifts, but discouragement of gifts is 
requested on the part of the employees as well as di- 
rectly by us to our suppliers.” 

One unusual practice aimed at curbing the acceptance 
of Christmas business gifts is reported by the treasurer 
of an organic-chemicals firm: 


“Tt is sometimes very difficult to explain to employees 
just how they should react to a business gift, and we have 
found one principle that makes it quite clear. We tell our 
employees that we have no objection to their acceptance of 
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any gift so long as they immediately use their own personal 
funds to buy the giver a gift of equal value.” 


One machinery company attempts to set up some 
criteria by which the recipient of a business gift can 
judge for himself whether it would be appropriate for 
him to accept it. It suggests that the employee ask him- 
self: “Will acceptance create a feeling of obligation 
which might affect my business judgment in dealings 
with the donor? Does the donor intend that effect? 
Would third persons, knowing of the incident, believe it 
will have that effect? If, in the light of the nature and 
value of a gift and the circumstances surrounding its 
receipt, any one of these questions is answered in the 
affirmative, the gift should not be accepted.” 

A refrigeration machinery executive has still another 
way of handling this problem. He writes: “If the gifts 
received are of a nominal nature, they are all accumu- 
lated, and on Christmas Eve members of our purchasing 
department draw lots for the gifts so that they are 
equally distributed to all persons in that department.” 


Do Accept Gifts 


Those cooperators stating that they allow their em- 
ployees to accept Christmas gifts stipulate, however, 
that all gifts must be of modest value and not “‘some- 
thing that indicates buying the business” or “that 
creates a feeling of obligation.” A refrigeration ma- 
chinery vice-president explains: 


“We have made it clear to the likely recipients of business 
gifts, particularly our purchasing department personnel, 


Letter to Suppliers 


The following letter is a typical example of those mailed 
to suppliers by some survey cooperators informing them 
that employees are not permitted to accept business Christ- 
mas gifts. 


“In meeting our requirements for high standards on 
quality and service, and in maintaining a competitive 
price structure, our vendors discharge more than or- 
dinary service to us and we do appreciate it. We have 
just as much cause to express our appreciation to our 
vendors as they have to express appreciation to us. 

‘“‘Buyer-seller relations should always be on a friendly 
basis, but we feel that the acceptance of gifts beyond in- 
expensive advertising novelties places us in an em- 
barrassing position. 

“We want to reaffirm our position that our per- 
sonnel are not permitted to accept gifts at Christmas, 
or any other time, and vendors are requested not to 
offer them. Last year a very few saw fit to disregard our 
request. This year we have asked that our people report 
any violation of such policy. 

“We feel that Season’s Greetings as expressed by 
your cards are quite sufficient and ask for your coopera- 
tion in adhering to this long established policy.” 
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that the acceptance of small gifts will be tolerated; te. 
something having a value of about $10 or $15. However, 
we have made it equally clear to them that any gift of sub- 
stantial value would be viewed by this company’s manage- 
ment with suspicion and displeasure.” 


A few firms specify that they allow gifts to be ac- 
cepted “‘on a personal basis,” “only from those organi- 
zations with which we are actually doing business,” or 
“if the same sort of gift is given by a firm to everyone in 
similar positions in like companies.” 

Most of these companies “impose no specific limit on 
the value of the gift accepted.” The president of a food 
company speaks for the majority when he says: “We 
ask our people to be guided by good judgment and do 
not set a value limitation.” A motor vehicle company 
vice-president, who has “‘seen no evidence of abuse” in 
his company, describes his firm’s thinking as follows: 


“We do not forbid our employees from accepting gifts. 
We leave it entirely to the individual’s discretion as to 
whether he accepts or turns back the gift. Such matters 
involve highly personal considerations, and we prefer to 
place the responsibility on the individual employee to de- 
termine the propriety of receiving or rejecting a business 
gift. Because either the giver or recipient can easily circum- 
vent a rigid policy in this area, we have found it advisable 
to rely on the moral integrity of our employees to do what 
is right and proper. Overemphasis of the matter could well 
be self-defeating.” 


A few respondents state, however, that they “en- 
deavor to keep informed about what gifts are given by 
different vendors to the employees.” And fourteen firms 
do impose a dollar limit on the value of gifts to be ac- 
cepted, the highest of which is $25, and the most fre- 
quently cited figure being $15. The president of one of 
these firms reasons: “Some upper limit to the value of 
gifts to be accepted will help an employee who finds him- 
self under pressure that he believes to be undesirable in 
its motives.” 


GIVING OF GIFTS 


Forty-one per cent of all cooperating companies do 
not send business Christmas gifts to persons outside 
their firms, another 11% discourage the practice, and 
48% of the participants report that they do give Christ- 
mas gifts to their outside business contacts. 


Do Not Distribute Gifts 


Many of the firms not distributing business Christ- 
mas gifts say that they confine their good-will building 
efforts to sending Christmas cards to customers, sup- 
pliers and others. 

Some firms “set aside a certain sum, ordinarily spent 
on giving gifts to customers, and instead donate the 
money to charitable and educational institutions, 
notifying our customers accordingly.” The chairman of 
the board of a paper company notes: ‘We were sur- 
prised with the fine reaction this move received.” 

Two respondents report that “we do not distribute 


gifts at Christmas but do so at other times of the year.” 
The president of a hardware company writes: 

“Some years ago we instituted a birthday gift plan, which 
we believe is far more beneficial than the Christmas gift 
idea. With considerable difficulty we secured the birth dates 
of all the principal people contacted by our men. We pur- 
chase one type of gift for all and send them out with an ac- 
companying letter to arrive approximately on the indicated 
birthday. Since other gifts from suppliers are not being re- 
ceived at the same time, the reaction has been much more 
favorable than for the distribution of Christmas gifts.” 


Various respondents explain their negative attitude 
regarding business Christmas presents by referring to 
the possible discrimination and annoyances resulting 
from the distribution of gifts. For example, the execu- 
tive vice-president of a steel company notes that “‘it is 
extremely difficult to distinguish who should and should 
not be the recipient.” The chief executive of an office 
equipment firm observes that “invariably gifts are given 
to favored customers. Equally valuable customers are 
sometimes ignored or overlooked.” 


Discourage Gift Giving 


Some survey participants are “trying to soft-pedal” 
the practice of giving gifts. For example, one executive 
writes that “there are instances where gift giving ap- 
pears necessary, but it is being eliminated where 
practicable.” An instruments, controls and apparatus 
president similarly explains: “In certain trades where 
gift giving is an established practice and expected of our 
salesmen, we allow it. But as a general rule, we dis- 
courage it.” 

Some firms, while sending no gifts in the corporate 
name, permit salesmen to do so under special circum- 
stances. A textile executive reports that ‘“‘in some in- 
stances, a salesman might send a personal gift to a 
special customer and be allowed to turn in the item’s 
cost on his expense account if previous approval was 
obtained.” And the sales vice-president of a machinery 
firm explains that ‘“‘we established a special fund of $250 
which is allocated to each district sales manager for the 
purchase of any special gifts that may be dictated by 
necessity or out of courtesy to our customers. This fund 
is the sole exception to our policy of sending only 
Christmas cards.” 

One paper company takes a stronger course of action. 
Writes the president, “our sales organization has at- 
tempted to discourage the giving of gifts by salesmen to 
customers, and in most cases this has been accomplished. 
But in a few cases, salesmen feel that they wish to con- 
tinue giving gifts to certain customers. If so, they al- 
ways pay for them out of their own pocket.” 


Do Send Christmas Gifts 


Many of the cooperators reporting that they do give 
business Christmas presents to persons outside the com- 
pany point out that these gifts are of modest value and 
sent in limited quantities. Where appropriate, various 
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respondents state that they distribute gift packages of 
their own merchandise, “in the hope that these will 
demonstrate the quality of the products.” Some of 
these firms say that gifts are confined to customers with 
whom employees “have established a long and personal 
friendship.”’ And others confine them to “local persons 
who are in a position to render service.” 

With regard to the handling of the gift distribution, 
the president of a textile mill states: “We believe that 


- it should be supervised carefully and directed to those 


individuals who are really influential in deciding buying 
policy. Moreover, we feel that such gifts should be made 
acceptable by virtue of originality rather than by their 
money value alone.” 

Many cooperators report that the top sales executive 
selects gift recipients and makes the arrangements. 
Some delegate this task to “‘the district sales managers, 
with some review by the head sales office during the 
examination of expense vouchers.” In other cases, the 
salesmen are entrusted with this task and subsequently 
their actions are “reviewed by management.” One paper 
company chief executive explains why he follows this 
latter policy: 


“Our individual salesman is better able to determine the 
appropriateness and suitability of a gift for his customers 
than is the general sales manager. No one is a better judge 
of a customer’s worth than this man. Also, placing the bur- 
den of gift selections squarely on his shoulders saves home 
office time and effort.” 


Control of Expenditures 


Twenty firms write that they have established a 
dollar value limit to control the cost of distributed gifts, 
the highest limit being $30, with $10 mentioned most 
often. Other companies report that “‘control is exercised 
by requiring preapproval on a budgeting basis.”’ The 
treasurer of a rubber products company says that “‘we 
ask our people to present to us in September a budget 
of their expected expenditures. This budget is reviewed 
and approved by the president.” The president of a 
structural metal products firm adds that, “with budget- 
ing, there has been a tendency to reduce the over-all 
amount involved.” 

Still other firms report setting aside a specified per- 
centage of net sales for Christmas gifts. For example, 
a vice-president of an organic-chemical concern writes 
that “the total value of business gifts distributed by our 
company is equivalent to .0025% of sales.” The presi- 
dent of a paper company offers the following description 
of his firm’s gift distribution practice: 


“Our general sales manager determines the amount to be 
spent by each individual salesman based on a percentage of 
his individual sales for the fiscal year. This figure is based 
on approximately .0008% of net sales for each individual 
salesman. Each salesman selects his own gifts up to the limit 
of his Christmas gift allowance. He orders and pays for his 
own gifts and then submits an expense voucher to the home 
office for reimbursement.” 
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The chairman of an electrical equipment firm outlines 
still another control which has been in effect success- 
fully for ten years: ‘‘Each one of our district offices has a 
monthly sum set up as a reserve for use in purchasing 
business Christmas gifts. This fund isa small debit against 
the monthly commissions. Therefore, there is no inclina- 
tion on the part of the district manager or his salesmen to 
make it unduly large. The district manager, in consulta- 
tion with his salesmen, allocates the fund, and I believe 
in most cases the salesman himself determines the 
amount to spend for each gift and the one to whom it is 
to be presented. In general, this practice results in a 
rather nominal outlay for this purpose and it is my be- 
lief that it keeps the individual gifts within a value 
which causes no reluctance as to its acceptance on the 
part of the recipient.” 


THE BEGINNING OF THE END? 


The president of a metal-stamping and -coating com- 
pany closes with these words: 


“Many years ago the gift idea was asimple way of express- 
ing sincere appreciation for business received. As long as it 
was done on a reasonable basis, it was not so bad. But in the 
last ten years people became more competitive and impres- 
sive with their gifts. Many firms spent excessive amounts 
on gifts. It got out of hand and lost its original meaning. 

“At the present time, we are more or less carrying on 
with our old gift list of customers, dropping people when- 
ever their business slips off sufficiently to justify it, and not 
adding new names even though they may be more impor- 
tant customers than many of those on the list. By the same 
token, we are considering how to stop the flow of incoming 
gifts. I honestly feel that it would be far better if there was 
a ban on all gifts, both giving and receiving. And many of 
our suppliers are also coming to this same conclusion.” 


THEODORE KARGER 
G. CLarK THOMPSON 
Division of Business Practices 


Business Bookshelf 


Residential Finance, 1950—An analysis of data contained 
in the 1950 housing census on residential financing. The text 
analyzes the elements of stability or instability of the resi- 
dential credit structure, terms of existing contracts and 
characteristics of the mortgaged property. By Richard U. 
Ratcliff, Daniel B. Rathbun, and Junia Honnold. John 
Wiley & Sons Inc., New York, 1957, 180 pages. $6.00. 


Corporate Finance—This book is designed primarily for an 
undergraduate course in corporation or business finance. 
Text material includes such subjects as forms of business 
organizations, kinds of corporate securities, financing 
through securities, and administration of income. Forty- 
three tables are included with the text material. By Elvin F. 
Donaldson. The Ronald Press Company, New York, 1957, 
876 pages. $7.50. 


Unemployment 
Insurance 


Benefits Today 


SIX JURISDICTIONS NOW provide basic maximum 
unemployment insurance benefits of $40 or more per 
week. They account for one out of eight workers covered 
by state unemployment insurance laws. Prior to the 
1957 legislative year, only Alaska paid so high a basic 
maximum. In the five states that raised their limit to 
the $40-plus level during 1957, the increase ranged 
from $5 to $11 per week. 

In an additional sixteen states, basic weekly benefit 
ceilings were lifted by 1957 amendments to amounts 
varying from $28 to $38 from a previous range of $25 to 
$36. The basic maximum in another state rose from $35 
to $37 by the operation of a built-in escalator which had 
been provided in 1955. Thus twenty-two states in all 
changed their maximum basic weekly benefit amounts 
this year.! 

Legislative action touched on many other phases of 
the unemployment insurance program in 1957. For ex- 
ample, allowances for dependents were increased in four 
states, and duration provisions were liberalized in six 
states. 


How Benefit Amounts Have Changed 


The over-all picture of weekly benefits has changed 
considerably since the end of World War II. In fact, in 
just the past four years, there has been a marked up- 
ward shift in benefit levels. (See chart.) Only half a 
dozen states have not increased their maximum basic 
benefit at least once since December, 1953. Fifteen 
states legislated two increases during this period, and 
one state, California, three increases. 

A flexible maximum equal to 50% of the state average 
weekly wage of covered workers during the preceding 
year was adopted by Utah in 1955, and accounts for 
the $2 increments in its top benefit amount in 1956 
and 1957. This year, Wyoming became the second state 
to adopt an escalator formula for its maximum; 1.e., 
55% of state average covered wages in the preceding 
year. As a result, its weekly basic maximum jumped $11 
(from $30 to $41). 

Two fifths of the jurisdictions, accounting for one 


1The maximum basic weekly benefit excludes dependents’ al- 
lowances 
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Maximum Basic Unemployment Benefits 


In dollars per week 


AMOUNT oe 
ADDED ws Eros ee 


WEEE 
BRS 
SS... 

| RSG 

: DR. 
NN SS 
SSG SN 2 


ASS 
RPRPRWENNE! 
XK Ww 


A 
GG SQ» 
SAA Qi[ii0QWwrw 
LXVVQQQ Qu 


Fe 1956 EE 1957 


35 40 45 


SS Uae q 
eee 

0,0, 0,02, 
Cee 6008 48 
5929050] . 


. SSG 
RX _ ]}}FB 
- RGKgEOEGGY 

MS. 


AX. 


XXMMGGGAA 
Rv XXX _,—‘“—@ ANS Sy WEE 


RA NANNY 


“Ceiling raised to $35 in 1953 and to $44 in 1957 for certain ste 
Source: Bureau of Employment Security 


eady workers 


BUSINESS RECORD | 


567 


Dependency Allowances Today and Four Years Ago 


Statutory 
Weekly Allowance 
Per Dependent 


Maximum Basic 
Weekly Benefit 


Jurisdiction 
12/538 12/57 12/53 12/57 
Alasiatn in ck eke. 2 $35 $5 
PATONG foo, oe ce 20 2 
Connecticut. ....... 30 3 
District of Columbia. 1 
EHinois® See eet ke 0 
Marylande.. saccy..: 2 
Massachusetts...... 3 
Michigan= 2 © 5.3... -2 
Nevada. se... .c.s 5 
North Dakota...... 1-2 
Ohio shee ose ss 3 
Wivemingn <6... ck 3 


¢ Difference between basic benefit and weekly wage 
Sources: Bureau of Employment Security; Taz ConFrERENCE Boarp 


half of total covered employment, now pay maximum 
basic benefits of $35 or more per week; and four fifths 
of the jurisdictions with close to nine tenths of all 
covered workers pay $30 cr more. Four years ago, only 
Alaska, with one tenth of one per cent of total covered 
employment paid a weekly basic benefit as high as $35, 
while a maximum of $30 or more was provided by one 
third of the jurisdictions containing less than one half 
of covered workers. In 1945, the top basic weekly max- 
imum was $25—and it was that high in only two juris- 
dictions, accounting for less than 2% of covered workers. 


Changes in Dependents’ Allowances 


For six of the eleven jurisdictions that pay supple- 
mentary benefits to claimants with qualified depend- 
ents, changes in the basic maximum describe only part 
of the improvement since 1953. (See table.) In Michigan 
and Illinois, in particular, the $3 increase in the basic 
maximum understates the over-all change in the benefit 
structure. 

Illinois paid no extras for dependents four years ago, 
but today the claimant with four children and high- 
quarter wages of at least $1,117.51 receives $15 in 
addition to his basic benefit of $30—a total of $18 more 
than in 1953. The limit of $8 for dependency allowances 
in Michigan has given way to one of $25. Now the 
claimant with average weekly wages of $106.01 or more 
and either four dependents, including at least one child, 
or five adult dependents is entitled to benefits of $55 a 
week—$20 more than in 1953. 


Duration of Benefits 


Changes in the number of weeks for which unemploy- 
ment benefits are payable have been less frequent than 


‘changes in benefit amounts. Since 1953, fifteen states 


have extended the duration provisions of their un- 
employment insurance law, five of them in the past year. 
A significant factor in duration is whether it is 
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Maximum 
Limitation on 
Weekly Allowances 
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a—Arizona dropped dependency allow- 
ances in 1955 when it increased its maximum 
basic benefit from $20 to $30 

b—The maximum for the basic and aug- 
mented benefit is the same. Therefore, only 


Maximum Augmented 
Weekly Benefit 


12/57 12/57 those claimants with basic weekly benefits of 
$17 or less in 1953 and $27 or bess in 1957 
could qualify for the maximum dependency 

$70 allowance 
30a _c—Allowances are paid only to claimants 
eligible for the maximum basic benefit, and 
60 vary according to number and type of depend- 
30b ents and amount of high-quarter wages. For 
45 a nonworking spouse, the maximum allowance 
is $3; for dependent children, it ranges from 
* ee: oa one child to $3.75 per child for four 
children 

d—Determined by a schedule which varies 
55 according to average weekly wage and family 
1 class (number and type of dependents). For 
5714 example, for one adult dependent, the maxi- 
35 mum allowance is $4; for one child or two 
39 adult dependents, it is $8; for four dependents, 
including at least one child, or five adult 

AT dependents, it is $25 


“variable” or “uniform’’—whether the limitation is put 
in individual terms and based on each claimant’s prior 
earnings or employment, or whether the limitation is 
the same for all claimants who have established benefit 
eligibility. In the last four years, two states have 
switched from variable to uniform provisions, but one 
has moved in the other direction. 

Fifteen states today pay unemployment benefits for 
a uniform length of time to all eligible claimants—one 
for 30 weeks (Pennsylvania); seven for 26 weeks (Ken- 
tucky, Maine, Maryland, New Hampshire, New York, 
North Carolina, Vermont); one for 24 weeks (West 
Virginia); two for 22 weeks (Montana, Tennessee), and 
four for 20 weeks (Georgia, Hawaii, Mississippi, North 
Dakota). The remaining 36 jurisdictions have variable 
maximum duration provisions, twenty-three of them 
for 26 weeks or more (Alaska, Arizona, California, 
Colorado, Connecticut, Delaware, District of Columbia, 
Idaho, Illinois, Massachusetts, Michigan, Minnesota, 
Missouri, Nevada, New Jersey, Ohio, Oklahoma, 
Oregon, Rhode Island, Utah, Washington, Wisconsin, 
Wyoming). 

One half of covered workers are in these twenty-three 
states, and one fourth are in the eight states mentioned 
above having a uniform duration period of 26 weeks or 
more. Thus, over three fourths of all covered workers 
are now employed in the thirty-one states that will 
provide unemployment benefits for 26 weeks or longer 
to some or all claimants. 

Other highlights of the 1957 laws were changes in 
eligibility conditions in fourteen states (one relaxed and 
thirteen increased their qualifying wage requirement), 
and elimination of the waiting period in one state. This 
brings to five the number of states that have no waiting 
period— Maryland, Montana, Nevada, North Carolina 
and Texas. The remaining jurisdictions generally re- 
quire a waiting period of one week of unemployment 
before benefits become payable. —M.I.C. anp E.K.W. 


[Survey of Business Opinion] 


What Industries See Ahead for Business 
(For highlights of survey see page 554) 


METAL INDUSTRIES 


Blast Furnaces and Steel Mills 


Eight cooperating iron and steel producers are gen- 
erally agreed that their business during the first half of 
1958 will tend to be smaller than in the same period a 
year ago, but that their level of activity will be higher 
than obtained during the last half of 1957. Six of the 
eight reporting companies expect their new orders for 
the first half of 1958 will be lower than those in the first 
half of 1957, and the other two expect no change. Five 
of these eight companies, however, look for new orders 
in the first half of 1958 to exceed those received in the 
second half of 1957, while only two companies expect 
them to decline. The eighth firm expects no change. 

Seven of the eight companies expect dollar billings in 
the coming six months to be lower than in the corre- 
sponding period in 1957. Only one believes that they 
will equal those of a year ago. More favorable showings 
are anticipated when first-half-1958 billings are com- 
pared with the second-half-1957 levels. Six out of eight 
producers expect increases, two declines, of ““5%”’ in one 
case and 10% to 15% in another. 

Production estimates for the first half of 1958 reveal 
a pattern similar to that described above for new orders 
and billings. All seven companies reporting on this ques- 
tion predict that their dollar value of production in the 
next half year will be less than in the same period in 
1957. Declines mentioned vary from merely “lower” to 
as much as 20% to 30%. When the first half of 1958 is 
compared with the second half of 1957 a different pic- 
ture emerges. Four cooperators expect that production 
will expand, two that it will contract, and one that it 
will be “unchanged.” Among those anticipating in- 
creased production in the first half of 1958 as compared 
with the previous six-month rate, the largest gain men- 
tioned is “10%.” 

The excess of productive capacity in the iron and 
steel industry is variously termed by the five producers 
reporting on this point as being “far above” current 
demand to “not serious.” One respondent carefully 
points out that “a cushion of capacity is essential if we 
are to have available the facilities necessary to meet 
customers’ requirements in periods of peak demand.” 
Thus most of those who regard the productive capacity 
of the industry as being in excess of current demand are 
not too concerned. One sales vice-president, “‘anticipat- 


ing our being prepared for unusual demand,” states that 
balance will ‘‘never be restored under normal conditions, 
since production capacity will always keep ahead of 
normal requirements.” 

Five companies describe their inventory levels as be- 
ing “up,” “slightly higher than a year ago,” “15% 
above” (two companies), and “significantly’’ higher. 
Two firms report their inventories unchanged from a 
year ago, and one firm reports a “14%” decline. 

Five of the companies state that their inventories in 
relation to sales are higher than a year ago; only one 
company reports that inventories as a percentage of 
sales are down. Five of seven iron and steel companies 
expect to reduce their inventories during the first six 
months of 1958 while two of them expect to hold inven- 
tory levels unchanged. 

Five companies plan to reduce their first-half-1958 
capital expenditures below the average rate prevailing 
in 1957—“‘considerably” and “substantially” in three 
cases. A sixth producer expects to increase these expend- 
itures in the first half of 1958 over the average rate for 
1957 by “50% to 100%.” A seventh cooperator points to 
an “increase not necessarily to enlarge capacity”’ but to 
take care of “changes brought about by obsolescence.” 

Five of six of the firms reporting on their earnings 
outlook forecast lower profits, before taxes, in the first 
half of 1958 than those in the first half of 1957. The 
sixth firm expects that its profit level will remain 
unchanged. The treasurer of one of the firms closes with 
the following words: 


“We do anticipate some decline in our profits before 
taxes, in the first half of next year owing to the lower vol- 
ume of business, but that it will be less than the decline 
in sales.” 


Electrical Industrial Equipment 


Three of the eight reporting electrical industrial 
equipment producers expect new orders to be at a lower 
level for the first half of 1958 as compared with that of 
the same half a year earlier. Three firms expect no 
change and two firms anticipate more new orders in the 
first half of 1958 than during the same period a year 
earlier. 

On the other hand, four companies forecast that new 
orders for the coming six months will be higher than in 
the last half of 1957 by “5%” to “30%.” The vice-presi- 
dent and treasurer of one of these companies points out 
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that in his case the rise will be “due to the seasonal 


nature of our business.” Two other companies forecast 


first-half-1958 new orders will be smaller and the two 
remaining companies that they will be about the same 
as in the last half of 1957. 

Forecasts for billings to a large extent follow the 
pattern set for orders: three companies look for a rise 
of “5%” (two companies) and of “‘a few percentage 
points” for the first half of 1958 compared with a year 


earlier. Three other firms forecast declines of “3.5%,” 


“416%,” and “10%,” while no change in billings during 
the coming half is expected by two other corporations. 

Five of the eight companies reporting on dollar bill- 
ings expect advances in the nature of “little,” “5%,” 
“816%,” “10%,” and “30%” over the last half of 1957. 
Here again the greatest increase noted (30%) was at- 
tributed by its author to seasonal demand. Two com- 
panies expect declines of “5%” and “10%”? and one 
expects the billings level for the first half of 1958 to 
remain constant when compared with the previous half. 

Production levels for the first six months of 1958 are 
going to be lower than for the first half of 1957 by 
“3.5%, “5% and “10%,” according to three com- 
panies. Two companies look for production levels in the 
first half of 1958 to exceed levels of the first half of 1957, 
and one company expects no change. Compared with 
the second half of 1957, three companies forecast rises, 
two declines, and one company expects “about the 
same” production rate. 

Seven companies register an opinion concerning 
whether or not the industry has excessive productive 
capacity relative to the current level of demand. Five 
of the seven state that capacity is excessive. Their re- 
marks regarding the degree of this excess are of such 
character as “‘well in excess,” “between 30% and 40%,” 
and “50%.” 

A specific problem area of overcapacity is pinpointed 
by the president of one of the cooperating producers 
with these words: ‘“The industry has overexpanded, 
especially in the field of higher-margin specialty prod- 
ucts and hence capacity is well in excess of current de- 
mand.” Two companies state that productive capacity 
is not excessive. When asked “when do you expect a 
balance to be restored,” four companies replied in this 
vein: “end of 1958,” “by 1960,” “not before 1960,” and 
in “three to four years.” 

Inventories, according to four of the cooperating cor- 
porations, are currently higher than they were a year 
ago. In one extreme case the dollar value of inventories 
“jumped over 50% as compared with the same period 
last year.” The other three companies report they are 
“slightly higher,” “higher,” and “about 3% over a 
year ago.” Two companies indicate their inventories 
are about what they were a year ago, and two other 


‘companies report a “decline” and “off about 20%.” 


There is an even split when current inventories are 
rated as a percentage of sales and compared against 
year-ago ratios, with three companies indicating rises 


_ DECEMBER, 1957 


569 


and three indicating declines. A seventh company re- 
ports inventories ‘compare favorably’? with its sales 
last year at this time. 

Three firms predict a downward trend in inventories 
during the first half of the year. Four other firms expect 
to retain inventories at a stable level, and only one 
expects that they will “follow an uptrend, particularly 
in the defense area, during the first half of 1958.” 

Compared with the average rate for 1957, capital ex- 
penditures for the first half of 1958 will trend upward, 
according to five of the eight respondents. Two expect 
no change in expenditures, and the eighth expects a 
decline of ‘“‘at least 25% compared with the average for 
this year.” é 

Three companies expect profits before taxes for the 
first half of 1958 to be lower than for the first half of 
1957 by “10%,” “slightly,” and “‘substantially.”” Two 
companies expect no change and two others that they 
will be “higher” and “up 5% to 10%.” 


Hardware 


Five of seven reporting producers of hardware items 
express the opinion that new orders for the first six 
months of 1958 will be “about the same” as those re- 
ceived in the first six months of 1957. One producer 
expects a 10% rise, and another looks for a “slight” 
decline. 

When new orders predictions for the first half of 1958 
are compared with the second half of 1957 a more 
favorable trend is reported by three companies who 
state that first-half-1958 levels will be “‘slightly ahead,” 
“up 5%,” and “15% greater.” Three other companies 
expect no change. 

First-half-1958 dollar billings will be at the same level 
as in the first half of 1957, according to five cooperating 
companies. A sixth company expects its billings will rise 
and the seventh company that they fall. 

Three companies forecast dollar billings will rise in 
the next six months compared with the second half of 
1957. Three other companies foresee no change. 

Five of the seven cooperators expect to keep produc- 
tion levels in terms of dollars “approximately the same” 
in the coming six months as compared with the first half 
of 1957, and two companies that they will be “up” and 
“higher.” 

When asked to compare their expectations of dollar 
value of production for the first half of 1958 with the 
second half of 1957 three companies quoted “no change” 
and three others quoted “up,” “higher” and “up 5%.” 

Three executives in the hardware industry believe 
that productive capacity, when related to current de- 
mand, is not excessive. Two other cooperators believe 
that productive capacity is excessive. In one case excess 
capacity is “not extensive” but in the other case the 
imbalance is “quite severe.” The two executives just 
quoted also diverge as to when demand will catch up to 
productive capacity, the former estimating “‘six to 
twenty-four months” and the latter “several years.” 
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Current inventory levels valued in dollars are said 
by five company spokesmen to be lower than a year ago. 
Only two producers say their inventory levels are 
“slightly” higher. Inventories as a percentage of sales 
are “larger” and “slightly higher” than a year ago at 
two companies, and are “down” in two other companies. 
Inventories will trend higher in the first half of 1958 “a 
little,” “slightly” and ‘‘somewhat,” say three company 
executives. Two other cooperators expect inventories to 
remain stable, and one cooperator looks for a trend 
“downward.” 

Three of seven producers say there will be no change 
in their rate of capital spending during this first half of 
1958 from the average rate for 1957. Two of them expect 
an increase and two of them expect a decrease. 

The outlook for profits before taxes in the first six 
months of 1958 versus the same period in 1957 is un- 
changed in the opinion of three companies, while three 
others expect profits to “‘rise slightly,” “‘to rise 10%,” 
and to “exceed those for the first half of 1957.” 


Industrial Machinery—General 


New orders in the first half of 1958 will be at a lower 
level than in the first half of 1957 say fourteen out of the 
twenty-one producers of general industrial machinery 
cooperating in this survey. Their opinions regarding the 
extent of the expected decline range from “5% to 
“35%.” Three manufacturers, expect first-half-1958 
orders to be greater than those in the first half of 1957, 
and three others expect their order level to remain 
unchanged. 

When first-half-1958 orders are compared with those 
of the second half of 1957, only four firms expect a de- 
cline, five expect an increase and nine firms expect their 
order level to remain unchanged. 

Twelve cooperators forecast dollar billings will be at 
a lower level by from “4%” to “35%” in the first six 
months of 1958 as compared with billings in the first six 
months of 1957. Six cooperators expect their first-half- 
1958 dollar billings to be “higher,” “‘slightly higher,” 
“up about 4%,” increased by “4.8%,” and “about 5% 
greater” than in the same period in 1957, and one pro- 
ducer expects no change. 

Nine company executives expect a lower level of 
dollar billings in the first half of 1958 compared with the 
level of the previous six months. Five of these producers 
specify billings declines of “about 5%,” “down 10%” 
(two companies), “down 25%” and “down 30%.” 

Another six company executives predict dollar billings 
in the coming six months will rise from the second-half- 
1957 level, expected increases ranging from “3%’’ to 
“18%.” Two companies will bill just about the same 
dollar amounts in the first half of 1958 as in the second 
half of 1957. 

Fifteen out of twenty-one manufacturers of general 
industrial machinery expect their companies’ dollar 
value of production will be less in the first half of 1958 
than in the first half of 1957: “down,” “down slightly,” 
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“below the first half of 1957,” “4% lower,”’ “off approxi- 
mately 5%,” “5% less,” “7% below,” “10% less,” “15% 
lower” (three companies), “down 16%,” “20% below,” 
“down 33%” and “40% below.”’ Four other manufac- 
turers expect their production value to increase and two 
manufacturers expect no change in their doliar value of 
production for the first six months of 1958 compared 
with the same six months a year earlier. 

Somewhat more favorable comparisons result when 
the dollar value of production for the first half of 1958 
is compared with the last half of 1957. Eight manufac- 
turers forecast a decline of from 5% to 30%, but five 
manufacturers forecast rises termed “slightly higher,” 
“higher,” “up 3%,” “up 10%” and “up 18%,” and 
another five manufacturers forecast no change. 

Fourteen cooperators believe productive capacity in 
their industry is excessive relative to current demand 
levels for their products. These fourteen term the excess 
as being “‘severe”’ (two firms), “10% to 20%,” “20%” 
(two firms), “20% to 25%,” “35% to 40%” and “40%.” 

Remarks made by respondents concerning when de- 
mand will balance the capacity of the industry to pro- 
duce range from “the second half of 1958” to “I don’t 
expect there will ever be a balance because the industry 
seems to always be providing greater capacity than the 
immediate demand.” Three other cooperators say they 
do not believe the industry has excess production capac- 
ity for their products at present. 

In twelve cases out of twenty-one, the company exec- 
utives who participated in this survey report the dollar 
value of their inventories is currently higher than it was 
a year ago. The increases cited range from “‘slightly up” 
in two cases to “25%” and “30%.”’ Six companies indi- 
cate that their inventories are now lower (from 2% to 
15%) than they were a year ago and three companies 
report their current inventory levels unchanged. 

Current inventory-to-sales ratios compared with 
those of a year ago are reported to be up in three com- 
panies, down in five companies and unchanged in eight 
companies. During the first half of 1958, inventories 
will tend to rise “‘slightly”’ in two companies. Thirteen 
companies expect inventories to fall “slightly” to as 
much as “20%,”’ while five companies expect them to 
continue unchanged. 

Ten company executives say their capital spending 
during the first half of 1958 will be lower than the aver- 
age rate of expenditures in 1957, with the expected de- 
clines characterized as being “‘drastic”’ and ‘‘consider- 
able” in two cases, and “50%” in a third case. Five other 
companies look to an “increase” in their capital spend- 
ing (two companies), to “somewhat greater” outlays, 
and to increases of “10%,” and “20%.” Six companies 
expect their capital expenditures level to remain un- 
changed when compared with the average rate in 1957. 

According to thirteen cooperators, pretax profits in 
the first half of 1958 will be lower than they were in the 
first half of 1957. They are expected to be “slightly 
down” (two companies), “less” (three companies), 
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“down considerably” (two companies), “substantially 


_ below” (two companies), “down about 20%,” “20% to 


25% less,” “down 25%” and “down 40%.” 

Six companies foresee a rise in profits in the first six 
months of 1958 as compared with the same season a year 
earlier. These companies believe that their level of pre- 
tax profits will be “slightly higher,’’ “somewhat higher,” 
“higher” (two companies), “25% to 35% up,” and, in 
one company “‘five times higher’ than in the first half of 
1957 because “operations for the first half of 1957 were 
affected by strikes.” 

Another corporation states that “profits before taxes 
for the first half of 1958: will compare favorably with 
profits for the same month of 1957.” 


Industrial Machinery—Specialized 


The twelve producers of specialized industrial ma- 
chinery participating in this month’s survey generally 
expect business to be down in the first six months of 
1958 from the equivalent period in 1957. Seven co- 
operators state that their first-half-1958 new orders 
will be: “lower,” “‘slightly lower,” “‘considerably lower,” 
“down 4%,” “down 12%,” and “‘20% below” (two com- 
panies) the first half of 1957 level. Two companies ex- 
pect new orders for the first half of 1958 to be “up 5%” 
and “substantially above’’ the first-half-1957 level, and 
two companies expect “no change.” The twelfth pro- 
ducer does not comment on the outlook for new orders. 

But when comparisons are drawn between the first 
half of 1958 and those received in the second half of 
1957, five companies expect new orders to be “lower” 
(two companies), “slightly down” (two companies), and 
“down 2%.” Three companies expect rises of “8%,” 
10% to 15%” and “20%,” and two companies antici- 
pate no change. 

Expectations for dollar billings are slightly brighter, 
with five firms forecasting levels “about the same” for 
the first half of 1958 as for the same period a year 
earlier. Four firms expect billings to be “lower” and 
down “6%,” “12%” and “25%,” while three firms expect 
dollar billings to be “higher,” “slightly higher,” and “5% 
higher” than in the first half of 1957. When compared 
with the second half of 1957, dollar billings in the com- 
ing six months will be unchanged, according to five 
companies, “lower” and “down 2%” according to two 
companies, and “slightly,” “5%” (two companies) and 
“90%,” higher, according to four companies. 

The dollar value of production will be lower by from 
127,” to “20%” in the first half of thenew year, ascom- 
pared with the first half of 1957, say six out of twelve 
corporation spokesmen. Three companies expect pro- 
duction levels to rise “slightly,” “substantially” and 
“50% to 10%.” The remaining three companies predict 
that the rate of production will be “about the same” as 
in the first half of 1957. As measured against the second 
half of 1957, five company executives expect first-half- 
1958 production to rise “slightly,” “substantially,” 
“4%,” “5% to 10%” and “10% to 15%.” Four companies 
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expect declines of from “2%” to “15%,” and three com- 
panies say there will be “‘no change” in the output rate. 

Seven corporations participating in this survey feel 
that the industry has excess production capacity for its 
principal products relative to current demand levels. 
The degree of excess capacity is estimated as “slight,” 
“‘considerable,” “about 12%,” and “‘about 25%.’’ Some 
of those who declare industry capacity to be excessive 
predict demand will not catch up with capacity “for 
several years,” “for some years,”’ “until the first of to 
the middle of 1959,” and “until 1960.” Five of the 
twelve companies believe there is no excess productive 
capacity in the industry for principal products. 

Dollars invested in inventories are higher now than a 
year ago, according to six companies that report in- 
creases of “8%,” “9%,” “10%” (two reports) “11%,” 
and “15%.” Three companies state that their inventory 
levels are “lower” than a year ago, and one company 
says the level is unchanged. 

Six companies also comment on the ratio of inven- 
tories to sales. Of these, three say that the ratio is higher 
now than a year ago, two companies report “lower” 
ratios, and one company reports “no change.” 

As to the trend of inventory levels during the first 
half of 1958, five companies expect to effect reductions, 
two companies plan to add to their inventories, and no 
change is expected on the part of two companies. 

“Our capital expenditures during the first half of 1958 
will recede,” says the chairman of the board of one 
manufacturer of specialized industrial machinery. A 
company president says: ““We expect our capital ex- 
penditures to decrease quite severely.” In addition to 
the two executives just quoted, there are two other man- 
ufacturers who also intend to reduce capital expendi- 
tures in the first half of 1958, one “‘severely’’ and the 
other “‘drastically.” 

Three manufacturers, however, expect to spend more 
for capital equipment and structures. One says: “Our 
capital expenditures in 1958 will be at least as large as 
they were in 1957, with a real possibility that they may 
be up as much as 25%.’ Another manufacturer states 
that hiscapital expenditures will increase “substantially.” 
The third manufacturer simply says that expenditures 
will ‘‘increase.””’ Another four manufacturers plan to 
continue spending at the average rate for 1957. 

First-half-1958 profits before taxes will be “lower,” 
“somewhat lower,” “down 2%,” “‘down possibly 10%,” 
“350% to 40% below” and will “compare unfavorably” 
with first-half-1957 results, say six of eleven company 
spokesmen. Three other companies forecast profit levels 
will be “up,” “better” and ‘‘as good if not better than 
the first half of 1957,” and two companies do not expect 
their first-half-1958 pretax profits to change in any great 
degree from those in the first half of 1957. 


Instruments, Controls and Apparatus 


Eight cooperating producers of instruments, controls 
and apparatus are divided in their opinions on the 
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prospects for new orders for the first half of 1958. Five 
companies expect new orders to drop “8%” to “20%” 
from first-half-1957 levels, and three expect them to be 
“higher,” “5% to 10% higher,” and “10% higher.” 

When new orders for the first six months of 1958 are 
compared with those for the last six months of 1957, 
however, only two manufacturers predict declines, of 
“Qo” and “10%,” three manufacturers predict rises of 
“5% to 10%,” “15%” and “30%,” and two others pre- 
dict no change. 

First-half-1957 dollar billings will be ‘“‘greater,” “5% 
to 10% higher,” “up about 12%” and “‘up approximately 
17%” from the first-half-1957 rate, say four cooperators. 
Three other cooperators expect dollar billings to “go 
below the first half of 1957,” be “down 3% to 4%,” and 
be “down 20%.” One cooperator states that “dollar bill- 
ings in the first half of 1958 should be about the same as 
for the first half of 1957.” 

Estimates for the coming half year as compared with 
the current half year indicate billings will be “greater,” 
“up 4%,” “up 5%,” “up 5% to 10%” and “50% higher” 
in five companies, will decline “3% to 5%” in a sixth 
firm, and show “no change”’ in the seventh firm. 

Four corporations predict declines in the dollar value 
of their production from the first half of 1957 to the first 
half of 1958, in three cases reductions of “about 5%” 
(two companies) and ‘‘20%” in magnitude. Three other 
companies will produce more, from “10%” to “12%,” 
in the coming six months than during the same period in 
1958. In comparing the next six months with the last 
six months of this year, the dollar value of production 
will trend downward in two companies. However, three 
other cooperators plan to boost their value of output, 
and the remaining three foresee no change. 

Opinions vary on whether the industry has pro- 
duction capacity in excess of current demand. Four 
executives feel there is no excess capacity for their 
products. Of the two executives who feel there is excess 
capacity, one says that capacity is “25% in excess of 
current demand and will not be in balance for upwards 
of ten years” and the other that there is ‘approximately 
30% excess capacity. These—capacity and demand— 
will never be in complete balance.” 

Inventories in terms of dollars are higher than a year 
ago by “9%” to “25%,” in four firms, and “1% lower” 
and “down 9%” in two other firms. In two firms in- 
ventory levels are unchanged from a year ago. 

When inventories are expressed as a percentage of 
sales, two companies say their ratios are currently higher 
than a year ago, two that they are lower, and two 
companies declare there is no change. 

“No change is anticipated in our current dollar in- 
ventory during the first half of 1958,” says the treasurer 
of one of the cooperating companies, and the same view 
1s expressed by executives in four other companies. Two 
companies expect their inventories to trend downward, 
and one company expects its inventory to trend up- 
ward during the first half of 1958. 


Capital spending in the first half of 1958 “will de- 
crease,” “will be reduced materially” and “will be de- 
creased considerably” over the average rate for 1957 in 
three companies. Two other companies expect their 
capital expenditures to “increase” and to “be approxi- 
mately 17% higher,” while two companies predict their 
capital spending will remain at the same average level 
as in 1957. 

Before-tax profits for three corporations in the six 
months ahead will be “greater than they were in the 
first half of 1957.” Four corporations expect their profits 
to decline “slightly” (two companies), “by 5%,” and 
“by 13%,” and one corporation looks for “approxi- 
mately the same rate of profits before taxes”’ in the first 
half of 1958 as in the first half of 1957. 


Iron and Steel Foundries 


The consensus among ten participating iron and steel 
foundries is that their business and earnings will slacken 
in the first half of 1958. 

Whereas only one of nine companies reporting on the 
subject expects new orders in the coming six months to 
exceed those of the first half of 1957, three companies 
look for them to remain “about the same,” and five 
firms foresee a dropin their bookings—by “10%,” ““25%”" 
(two concerns), “35%” and “40%.” 

In comparing prospective new orders in the first half 
of 1958 with orders received in the last half of 1957, five 
out of nine companies expect “approximately the same” 
volume while the remaining four cooperators predict de- 
clines, of “5%,” “15%” and “380%” in three cases. 

Six of nine companies expect first-half-1958 dollar 
billings to fall below those of the corresponding period 
in 1957, the magnitudes being “10%,” ““25%,” “30%” 
and “70%” in four instances. One of these firms thinks 
the sales decrease will come from “the current tight 
money policy which has severely curtailed municipal 
borrowing, thereby shelving many water and sewage 
projects and causing a heavy fall-off in the demand for 
cast iron pipes.” According to another one of these six, 
the decline will reflect a cancellation of defense business. 
Of the remaining three companies, two foresee no 
change in billings, and one anticipates a “5%” gain. 

Five out of nine companies estimate that dollar bill- 
ings in the coming six months will be down from the 
second half of 1957, in three cases by “5%,” “15%” and 
“20%.” The four other companies expect to equal their 
preceding six months’ volume. 

In view of these forecasts, a production rate will 
apply that will be lower in the next six months than in 
the first half of 1957 in five out of the eight firms report- 
ing. As one president explains: ‘Due to the nature of our 
business, our production follows our order book. Since 
we anticipate a 25% reduction in billings, the same cut 
will apply as regards our output.” Two firms plan to 
maintain production at their first-half-1957 rate and the 
remaining company anticipates a “5% greater” rate. 

In relation to the second half of 1957, the dollar value 
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of production will be cut back during the following six 


‘months in five of nine companies, by “5%,” “15%” and 


“20%” in three cases. It will be maintained unchanged 
at three foundries and will be raised “5%”? by one firm. 

All eight firms reporting say that the industry’s ca- 
pacity for its principal products exceeds current de- 
mand. One company president also points out that 
capacity is not excessive “‘in relation to what we con- 
sider normal demand.” The extent of current over- 
capacity is estimated at “20%,” “25%,” “30 to 40%,” 
and “50% to 75%” by four of these cooperators. 

One company president expects capacity to be bal- 
anced with demand “when the business cycle is re- 
versed ; that is, in the latter part of 1958.’’ However, two 
firms estimate that a balance will not be restored “before 
1959,”’ and another respondent figures the imbalance 
will last “until 1960.” 

Current dollar inventories are below the levels of a 
year ago in four of nine companies, with two of these co- 
operators citing decreases of “5%” and “11%.” Inven- 
tories remain “‘about the same”’ in three companies and 
have increased by “10%” and “45%” in two firms. 

Inventory-to-sales ratios remain virtually unchanged 
from those of a year ago in four out of eight companies, 
but have increased in two concerns and have decreased 
in two other firms. 

Looking ahead to the first six months of 1958, five out 
of nine companies reporting plan to cut their inventories, 
specifically by “5%-10%” and “10%” in two cases. A 
controller writes: ‘“We expect to live off our present in- 
ventories well into next year.” And a foundry president 
explains: “‘Our inventories are usually built up in antici- 
pation of a substantial price increase. Since this is not 
expected to occur in 1958, our inventories will trend 
moderately lower as production drops off.”” However, 
three foundries estimate that first-half dollar inventories 
will remain constant, and one firm predicts a “mild 
increase.” 

Five out of the ten participating firms state that ex- 
penditures for plant and equipment in the first half of 
1958 will fall short of the average rate in 1957. Three 
cooperators say such reductions will be “substantial” 
and the other two estimate “50%” and “60%” cuts. Two 
of these respondents explain that “expenditures were 
abnormally high in 1957.” In contrast, three other com- 
panies expect to spend more for capital improvements in 
ensuing months, in one case “50%”? more. The re- 
maining two firms report that expenditures “are ex- 
pected to approximate the 1957 rate.” 

In balance, pretax earnings expectations for the first 
six months of 1958 as compared with the figures for the 
same period in 1957 are somewhat unfavorable. While 
one firm expects profits to go up and two foresee no 
change, six reporting foundries predict reduced profits. 
In their words, profits will be “slightly less,” “lower” 
(two companies), “‘considerably lower’ and down 
“95%,” and “40%.” To forestall a prospective profit de- 
cline, one participant reports: “We are now engaged in 
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a very active cost reduction program which is expected 
to increase profit margins on many of our products.” 


Metal Stamping and Coating 


Two of the three metal-stamping and -coating com- 
panies participating in this survey expect their new 
orders in the first six months of 1958 to equal the level 
for the corresponding months of 1957. The third par- 
ticipant does not comment on this point. 

Likewise, two firms expect their dollar billings during 
the next six months to “correspond very closely” with 
the figure attained in the second half of 1957. The third 
cooperating concern states that its dollar billings in the 
coming months “should be about 5% ahead of the first 
half of 1957 and about equal to the billings for the 
second half of this year.” 

Two reporting cooperators believe that the industry’s 
capacity for their principal products is in excess of cur- 
rent demand, one executive feeling it to be ‘“‘consider- 
ably so.”’ However, he believes that the situation 
“should be alleviated to some extent in 1960.” 

With regard to current dollar inventories as com- 
pared with those of a year ago, two companies state 
that they are lower, in one case a “20%” drop being 
cited. The third concern reports that its inventories are 
higher than twelve months ago. 

Similarly, two firms write that inventories as a per- 
centage of sales are lower now than at this time last 
year. One vice-president notes that “‘finished goods in- 
ventories are approximately 12.5% of our annual sales, 
whereas a year ago they were slightly over 15% of an- 
nual sales.”’ The third firm reports that inventories as a 
percentage of sales “‘are now higher but will be brought 
down to a lower level.” 

In fact, ail three firms predict that their dollar inven- 
tories will trend downward during the first half of 1958. 
The reasons for the prospective reductions are that “‘de- 
livery dates are improved” and “‘steel supplies are much 
more readily available so that it is not necessary to 
carry such large inventories to cover our material 
requirements.” 

One firm expects to increase its rate of capital expend- 
itures during the first six months of 1958 by “100%” 
over the average rate for this year. Another manufac- 
turer plans to hold capital expenditures “very much in 
line with the 1957 average rate.”” And the third co- 
operator says capital expenditures will be “down some- 
what from 1957.”’ He goes on to explain that “since 
most of our expenditures occur during the latter part of 
each year in preparation for automotive changes, this 
drop is not surprising. Over-all, capital expenditures for 
1958 will undoubtedly balance out with those of 1957.” 

Two firms compare their profit expectations in the 
coming six months with results for the same period in 
1957. Both believe that profits before taxes will im- 
prove. One company president attributes this predicted 
gain to “an elimination of certain problems faced early 
this year and a change in our sales program.” The other 
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company is hopeful that profits “will show a slight im- 
provement due to a change in our product mix. 


Metalworking Machinery 


Sales and earnings in the first six months of 1958 will 
be below 1957 levels, according to most of the seven 
metalworking machinery companies participating in 
this report. According to one machine-tool respondent: 


“Looking at the major industries that form the bulk of 
our customers, we see little trend toward expansion. This 
means that we must rely on the replacement market. When 
capital funds are tight and money is hard to get, as is the 
situation now, most financial men are reluctant to part with 
cash for capital equipment.” 


However, some cooperators are “not alarmed about 
the decline situation.” As one executive observes: “Since 
1957 was an exceptional year for us, we can still con- 
sider 1958 sales volume, as well as profits, to be normal.” 

In four of five reporting companies, new orders in the 
first half of 1958 will fall short of the figures attained in 
the corresponding period of 1957. Specifically, bookings 
will be “15%,” “20%,” “30%” and “‘substantially less.” 
In the fifth concern, “new orders will be approximately 
the same.” 

In comparison with second-half-1957 levels, estimates 
for new orders in the ensuing six months are mixed 
among the five companies commenting on this point. 
Two producers are looking for “3%” and “20%” in- 
creases, an equal number of firms see reductions, “20%” 
in one instance, and one concern foresees no change 
either up or down. 

Dollar billings in the first half of 1958 will be below 
the first-half-1957 volume in five companies, the magni- 
tudes being “10%,” “15%” and “50%” in three cases. 
According to the other two cooperators, billings should 
either “compare favorably’ or move “higher.” 

Relative to second-half-1957 figures, dollar billings 
will decrease in three of five reporting companies, by 
“10%” and “30%” in two instances, will increase by 
“3% in one company, and will hold constant in another 
concern. 

Production expectations for the first half of 1958 
versus the same period in 1957 are down according to 
the five cooperators addressing themselves to this point. 
Four of these companies report that output will de- 
crease by “10%-15%,”’ “12%,” “25%” and “60%,”’ re- 
spectively. Compared with the latter six months’ rate of 
production, it will be lower in three of four companies, 
by “12%” and “25%,” according to two firms, and will 
be held even in another company. 

Four participants state that the industry’s capacity 
for its principal products is excessive relative to current 
demand. The extent of this oversupply is estimated by 
three respondents to be “15% to 20%,” “50%” and 
“very severe at the present moment.” According to the 
chairman of one company, it “is made worse by the 
importation of many machine tools because of our low 


tariff.”’ One executive adds: “We do not feel that a 
balance will be restored until 1960, barring of course any 
unforeseen national emergency.” 

Dollar inventories currently are “5%,” “10%,” “14%” 
and “slightly higher” in four out of seven companies 
when compared with those of a year ago. In two com- 
panies reductions have taken place, with one of these 
cooperators citing a “5%” decrease. One firm’s inven- 
tories have remained unchanged. As a percentage of 
sales, inventories have increased by “2%” and “20%” 
over a year ago in two companies, and are the same in 
a third reporting firm. 

With regard to the trend of dollar inventories during 
the first half of 1958, six companies are equally divided 
between planning decreases and holding to present 
levels, and a seventh reporting producer expects to 
‘increase inventories somewhat.” 

Capital expenditures in the coming six months are 
expected to decrease from the 1957 average rate in three 
of seven companies. Two producers point out, however, 
that such expenditures “were very high in 1957.” Three 
other companies plan to keep their investments 
“roughly on the same level.’ One firm will increase ex- 
penditures. 

Only one of six reporting firms believes that first-half 
profits before taxes will be “somewhat higher than in 
the same months of 1957.”” Four companies foresee de- 
clines as “lower” (two participants), “reduced by 40%- 
45%,” and “down 75%.” And a fifth company predicts 
that “‘dollarwise our profits will be somewhat less, but 
percentagewise our profits will be about the same.” To 
help alleviate its impending earnings slide, one company 
“will not raise prices,’ but hopes to “put into effect a 
number of economies in both the production and over- 
head areas.” 


Nonferrous Metals 


In appraising their prospects for new orders for the 
first half of 1958, six of the nine participating nonferrous 
metals concerns expect a gain over their first-half-1957 
levels. The magnitudes of the anticipated gains are 
stated as “somewhat higher”’ (two firms), “5%,” “13%,” 
“20%” and “considerably better.’ In contrast, three 
companies think that their new orders in the next six 
months will be down “5%,” “10%” and “15%,” respec- 
tively, from year-ago figures. 

Relative to the second half of 1957, five companies 
look for new orders in coming months to increase, by 
“10%” and “15%” in two cases. One firm predicts that 
its prospective new orders will remain “at about the 
same level,” and another manufacturer foresees a “10%” 
reduction. Two participants do not report on this point. 

Dollar billings in the next six months are expected to 
surpass first-half-1957 figures in four companies out of 
the seven reporting. Advances of “5% to 10%” and 
“20%” are specified by two of these cooperators, and a 
third believes that its billings will be “considerably 
better.”’ On the other hand, two firms feel that dollar 
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billings will be “10%” and “15%-20%” below that of the 
first six months of 1957, and another nonferrous metals 
concern looks for no change. 

When compared with the second half of 1957, dollar 
billings in the next half year are expected to be higher 
in five companies, with gains up to “15%” predicted, 
and lower by “10%” in a sixth reporting firm. 

A mixed pattern emerges among the seven companies 
reporting on their anticipated rates of production 
(dollar value produced) in the first half of 1958 in rela- 
tion to the corresponding period in 1957. Three firms 
indicate a higher output rate, in one case by “12%.” 
Three more predict that it‘will be “lower,” with one of 
these respondents explaining that “production in our in- 
dustry closely follows new orders.” And the seventh firm 
expects to hold its production rate even with that of a 
year ago. 

Four out of six companies state that their anticipated 
rates of production in coming months versus that of the 
latter half of 1957 will be higher, ranging from “‘a small” 
to a “15%” rise. And two concerns either figure it to 
remain constant or to be “lower.” 

Six reporting firms agree that the industry’s capacity 
for its principal products is in excess of current demand. 
While one cooperator feels that the situation is “not 
severe,” a nonferrous metals president writes: “I am 
sure that our industry could produce between 25% and 
50% more at peak production than we are doing now. 
This would be based on a three-shift operation, which is 
desirable in our type of industry.” 

As for when the oversupply situation will be corrected, 
two presidents feel that it will take “several years.” A 
third chief executive remarks that “we do not believe a 
balance will be restored before 1961 or 1962.” 

Current dollar inventories are reported as being lower 
than those of a year ago by five out of eight companies, 
down “3%,” “10%” and “12%” in three instances. A 
sixth concern states that there has been no variation 
either up or down, and two companies reveal that in- 
ventories are now higher, by “5.2%” and “50%,” re- 
spectively. This latter increase is explained by the 
respondent in “‘the fact that our raw materials are in 
freer supply than previously. As our customers reduce 
their inventories they expect their suppliers to give more 
_ prompt delivery, which can be accomplished only by 
our maintaining substantial inventories.” 

The inventory-to-sales ratio has dropped since a year 
ago in three of seven reporting concerns, remains the 
same in two companies and is “higher” in another two. 
One of the latter two firms terms the rise “slight.” 

Four companies predict that some liquidation of 
dollar inventories will occur during the first half of 1958, 
while in two firms inventories will trend upward. And 
three concerns “do not expect much change.” 

' The nine cooperators are equally divided as to their 
expected rates of capital expenditures in the next six 
months as compared with average rates in 1957. One 
3 third expects capital spending to be reduced, in one case 
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“very substantially.” Another third plans to increase 
their rates of expenditures in coming months, and the 
third set of companies estimate that their rate will stay 
“about the same.” However, one of these firms adds: 
“We have two long-range programs in mind that depend 
upon the money market as to when they will be under- 
taken. Should the financial situation become attractive 
in 1958, at least one of these programs will be under- 
taken on a somewhat more modest basis than at first 
conceived.” 

Four out of these nine companies anticipate higher 
earnings before taxes in the first half of 1958 as com- 
pared with the first half of 1957. In one instance, a 
“10%” increase is predicted. On the other hand, three 
firms foresee that profits will be down—“substantially 
lower,’ according to a company sales vice-president, 
and “4% below” in the opinion of a company president. 
Finally, two producers expect to ‘‘maintain the same 
profit level’ as in the first six months of 1957. 


Office Equipment 


According to the three cooperating office equipment 
manufacturers, business during the first half of 1958 
will hold to 1957 levels and perhaps even show some 
improvement. Two companies estimate that their new 
orders for the coming six months “will be about equal” 
to those of the first half of 1957, and one firm foresees a 
“3% to 4%” increase. The two firms comparing new 
orders for the ensuing half year with those of the latter 
six months of 1957 figure they will respectively stay 
“about the same” and will increase “5% to 7%.”’ 

Dollar billings in the first half of 1958 are expected to 
equal those of the first half of 1957 in two concerns and 
exceed the previous figure by “8% to 10%” in the third 
firm. As compared with the latter half of 1957, prospects 
are for a “5% to 7%” increase during the next six months 
for one company, “slightly below” the second-half-1957 
level for another concern, and for billings to hold steady 
for a third manufacturer. 

The expectations of the three companies as to rates of 
production (dollar value produced) in the first six 
months of 1958 as compared with the same period in 
1957 are mixed. One firm reports that production will 
increase ‘“‘approximately 6% to 8%” above the first half 
of 1957. Another participant writes that his company’s 
production rate will be “down slightly,” and the third 
firm anticipates that its output will “remain unchanged.” 

In relation to the second half of 1957, one of two 
reporting companies expects a “4% to 5%” rise in pro- 
duction and the other a “slightly lower” production 
rate. 

Queried as to whether the industry’s capacity for its 
principal products is in excess of current demand, two 
firms agree that capacity is ‘“‘somewhat excessive.’ How- 
ever, one of these cooperators feels that the imbalance 
is “not too severe”’ and will be eliminated “possibly in 
twelve to fifteen months.” “Speaking for ourselves,” 
says a third participant, “there is definitely no over- 
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supply of capacity in relation to current demand. We 
still are in need of greater capacity and are doing some- 
thing about filling this need.” 

Current dollar inventories as measured against those 
of a year ago are higher in two reporting office equip- 
ment companies. One of these cooperators says the rise 
has been “slight”? and the other that it is “7%” in 
magnitude, explaining that “for the most part this has 
been an intentional build-up of working factory inven- 
tories to meet a higher production schedule as well as to 
restore our branch offices’ inventory of machines and 
equipment to a more desirable level.’ The third firm 
writes that its current inventory is “8.5% lower than a 
year ago at the same date.” 

As a percentage of sales, inventories are now “smaller” 
than a year ago in one firm, “about the same” in an- 
other, and “higher” in the third firm “because we have 
not experienced quite the growth insales we anticipated.” 

One respondent calculates that dollar inventories will 
trend downward during the first half of 1958. Two others 
expect the reverse, since ‘‘the inventory low point usu- 
ally occurs at the end of the year,” and “‘we are building 
inventories for the introduction of several new products.” 

Two of these concerns plan a decrease in their rate of 
capital expenditures during the coming six months as 
compared with the average rate in 1957. On the other 
hand, the third participant writes that investments 
“should remain at this year’s very high level owing to 
the continuation of our plant expansion program.” 

Profits before taxes for the first half are expected to be 
“only slightly higher” than last year in one firm and to 
stay the same in another company. The third cooperator 
explains that “profits before taxes for the first six 
months of 1957 were the highest in the history of the 
company. Although we anticipate another period of 
high-level sales, profits will most likely be somewhat 
lower because of higher costs.” 


Refrigeration Machinery 


Two of the three refrigeration machinery companies 
reporting on their outlook for new orders figure to book 
a larger volume in the first half of 1958 than in the same 
period a year ago, with increases of “2%” and ‘10%”’ 
being mentioned specifically. The third firm expects a 
comparative reduction in new orders. A fourth partici- 
pant does not comment on this point. 

As compared with new orders in the preceding six 
months, one producer predicts that first-half-1958 new 
orders will be “up 20%” and the two other reporting 
companies believe they will remain unchanged. 

Dollar billings in the coming six months are expected 
to experience a “10%” jump in one company over first- 
half-1957 figures. And the only other firm supplying in- 
formation on this factor predicts that billings will equal 
those of the corresponding period in 1957. Two reporting 
companies expect their dollar billings in the first six 
months of 1958 to either hold up at the second-half-1957 
level or decline by “30%.” 


The next half year’s rate of production (dollar value 
produced) is expected to rise “10%” above that of the 
first half of 1957 in one of two companies discussing this 
factor, while the other concern expects its output to 
equal the previous rate. In addition, one cooperator 
comments that his firm’s production in the coming 
period will continue at the last-half-1957 rate. 

Two of the four participating refrigeration machinery 
producers believe that the industry’s capacity for its 
principal products is in line with current demand. 
A third cooperator feels that capacity is “in excess of 
current demand.” However, be adds that “this over- 
supply condition cannot be termed severe.” The fourth 
respondent observes that ‘‘the degree of excess capacity 
varies by product line and the imbalance is acute for all 
types of packaged equipment, particularly so for room 
air conditioners.” 

Current dollar inventories exceed year-ago levels in 
two of the four firms, with increases of “3% to 4%” and 
12%’ being mentioned. Two companies report a con- 
traction in inventories, of “..5%”’ in one instance. 

As a percentage of sales, one of two producers writes 
that inventories are now “a little above last year be- 
cause current sales are slower,’ and the other re- 
spondent indicates that inventories are slightly lower. 

Dollar inventories will trend downward during the 
first six months of 1958, according to two out of three 
producers and will hold constant in the third company. 

With regard to capital expenditures, two firms state 
that first-half-1958 spendings will be below 1957’s aver- 
age rate, in one case because “our building program now 
has been completed.” The other two firms report that 
they “‘probably will spend just as much for capital 
equipment.” However, both of these respondents also 
point out that 1957’s expenditures were not large. 

While one company anticipates that its profits before 
taxes in the first half of 1958 “‘will be up 4% to 5%” over 
the same period in 1957, the three other firms report 
that profits are expected to be off, the magnitude being 
“20%” in one case. A vice-president explains: “Our 
profits are likely to suffer because of higher wages and 
other operating costs as well as a prospective slight de- 
cline in sales volume.” 


Structural Metal Products 


The four structural metal products companies partici- 
pating in this survey foresee some easing in business 
activity during the first six months of 1958. One com- 
pany’s president looks at the business situation in the 
following manner: 


“Basically, the only thing really wrong with our industry 
at the moment is in the area of cost and supply of money. 
The potential demand and the backlog of work in the hands 
of architects and engineers are huge. However, there is 
quite a lot of business that will not come into the market 
unless it can be financed more favorably than at present. 
And there is some unknown amount which is simply being 
held up because money is not available.” 
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Three reporting companies predict that their first- 
half new orders will decline “somewhat,” “24%” and 
“30%” as compared with the level attained during the 
first six months of 1957. And two of three companies 
estimate that relative to the second half of 1957 new 
orders in the coming six months will be lower by “8%” 
and “15%,” respectively. The third concern foresees 
that its orders will stay on “about the same” plane. 

For two companies, dollar billings for the first half of 
1958 are expected to be either ‘somewhat lower” or 
“18% less” than during the same period in 1957. Com- 
pared with the last six months of 1957, dollar billings in 
the ensuing half year will decrease by ‘30%’ in one 
firm and will hold steady in the other company. 

The rates of production (dollar value produced) will 
be lower than in the corresponding first half of 1957 
according to three companies, and will remain un- 
changed in the fourth firm. Two firms list their prospec- 
tive drops in output as “18%” and “30%.” Relative to 
their latter-half-1957 production, two forecast “15%” 
and “30%” rate reductions, one looks to hold output 
fairly constant, and other company figures on “‘a slight 
increase.” 

The industry’s capacity for its principal products is in 
balance with current demand, according to two of three 
participants. The chief executive of one of these com- 
panies writes: ““We do not consider the industry to be 
overbuilt.” In contrast, the third respondent says: ‘““The 
industry’s capacity based on present demand is about 
50% greater than needed. We hope that the balance will 
be restored by the middle of 1959.” 

The dollar value of inventories is currently higher 
than a year ago at two companies, up “31%” in one in- 
stance, is equal to last year’s level in the third firm, and 
is “about 20% less’’ in the fourth company. As a per- 
centage of sales, they are below the figures of a year ago 
in two concerns, the magnitude being “34%” in one 
case, and is either unchanged or “lower” in the other two 
companies. 

Three cooperators plan to reduce their dollar inven- 
tories in the first six months of 1958, with one of these 
executives mentioning a reduction of “about 30%.” The 
fourth respondent expects neither an increase nor a de- 
crease to take place. 

Whereas two companies plan their first-half-1958 
capital expenditures to either exceed or equal average 
rates for 1957, two other producers expect decreases. 
The president of one of these latter companies has 
adopted a “deliberate wait-and-see attitude which could 
change rapidly if more positive and favorable trends 
develop in our industry.” He adds: “We need to con- 
tinue to spend at the rates in effect in recent years, but 
right now are a little cautious in making further commit- 
ments.” 

_ Three of these four producers expect pretax earnings 
in the first half to be lower than during the same period 
in 1957. In one case, the decrease in profits is estimated 
to be “between 10% and 20%.” The chief executive of 
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the fourth company writes: “Undoubtedly, we will 
budget sales and earnings in the first half of 1958 at 
about the same level we enjoyed in the first six months 
of 1957, which was a very good business period.” 


NONMETAL INDUSTRIES 


Apparel and Related Products 


Of the four manufacturers of apparel and related 
products participating in this month’s survey, three 
expect orders for the first half of 1958 to be “above,” 
“ahead,” and “about 10% over’’ the corresponding 1957 
period. The fourth firm expects to show “less first-half 
business because of the many advance orders received 
early in 1957.” The two companies comparing the out- 
look for new orders in the coming six months with last- 
half-1957 levels differ: one expects first-half-1958 orders 
will be “‘below the second half of 1957,’ and the other 
looks for new orders to be “ahead.” 

Similarly, three of the firms believe first-half-1958 
dollar billings will be “above,” “approximately 5% 
over,” and “about 1114% over’ the comparable 1957 
period, while the fourth says his billings will be “lower 
than the first half of 1957.’’ One company believes that 
its billings in the coming six months will exceed second- 
half billings by “less than 5%.” However, two producers 
report that first-half-1958 billings will not reach the 
levels of the last half of 1957. 

The dollar value of production in the next half year 
will be ‘‘above”’ that in the first half of 1957 in one of the 
firms, and ‘‘10%”’ higher in another. One manufacturer 
reports no change in prospect from the rate experienced 
during the first six months of 1957, and the fourth 
expects lowered production. Comparing first-half-1958 
with last-half-1957, two respondents report plans to 
step up their value of production, in one case by “13%,” 
a third company plans no change, and the remaining 
cooperator says his production will be lower. 

Two apparel executives state that their industry’s 
capacity currently exceeds demand. One of these says 
that it is “‘well in excess of demand,” and the other that 
output “could be increased from two and one-half to 
three times if idle equipment were put in production.” 
Neither firm is hopeful of soon striking a balance be- 
tween capacity and demand: one holds that there are 
“no prospects presently” and the other does not expect 
“the situation to be corrected in the near future.” A 
third executive feels that “domestic capacity is not 
excessive,” and the fourth makes no comment. 

Two companies report that the dollar value of their 
inventories is up over a year ago, one indicates no 
change has taken place, and the fourth cites a reduction 
of “5%.” Two of three manufacturers state their inven- 
tories as a percentage of sales are down, and the third 
reports a “slight” increase. Two companies expect a 
reduction in inventories during the first half of the new 
year, and the third firm that they will be“a little higher.” 
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Two of three cooperating concerns say their rate of 
capital expenditures will increase in the next six months, 
in one case “by approximately 225% over the average 
rate for 1957.’ The second of these firms explains that 
it has under way a ‘“‘modernization program in some 
plants.” And the third company expects no change in 
its rate of capital spending. 

Higher profits before taxes are anticipated by three 
firms in the coming half year. One of them believes that 
“a new product line” will help profits, another that 
“profits for the first half of 1958 will be between 5% 
and 10% greater than during the first six months of 
1957.” A fourth producer predicts that “profits, if any, 
should be lower” than in the same period in 1957. 


Chemicals —Inorganic 


Five of the seven reporting inorganic chemical con- 
cerns comment on new orders for the next half year. 
They are expected to “exceed,” “show some improve- 
ment,” and increase by “6%” in three companies over 
the first six months of 1957. They “will be about equal” 
in a fourth company, and lower in the fifth firm. When 
comparing expected new orders during the first half of 
1958 with orders received in the preceding six months, 
executives at three of the five responding firms predict 
sizable increases. One official sees a “9%” gain for his 
company, and another attributes an anticipated gain of 
“45%” to the “seasonal aspects” of his business. The 
two remaining producers forecast no change from last- 
half-1957 levels. 

Cooperators indicate that first-half-1958 billing pros- 
pects are bright. Six companies anticipate higher billings 
during this first half than in the comparable 1957 period. 
Two of them say new billings will exceed first-half-1957 
figures by “7%” and another predicts a ““6% increase.” 
The same six firms also foresee billings for the next six 
months exceeding those in the last six months of 1957. 
The seventh company expects its billings to be “‘about 
equal” to those of both the first and second halves of 1957. 

The rate of production is expected to go up in the 
next half year over the corresponding period of 1957 in 
four companies, while two firms anticipate no change, 
and one participant expects a reduced volume. Five 
executives see production increases in the last half of 
1957 ranging from “slight” to “9%” in the coming six 
months and two officials expect no change to occur. 

Four out of six company officials express the view that 
the capacity of their industry is excessive when meas- 
ured against ‘current demand. One executive estimates 
the excess at “15% to 20%,” while two others in this 
group of four say the imbalance is “not severe.’”’ Three 
estimates on when demand will equal capacity are 
stated as “1960,” ‘from four to six years,” and “within 
a one- to three-year period.” The viewpoint of the fifth 
and sixth companies is represented by this statement of 
one company president: “As a generalization, I would 


say that our industry capacity is adequate for current 
demand.” 


Increases in the dollar value of current inventories 
versus those of a year ago at this time are reported as 
“350,” “10%,” “5%,” and “up” in four of six com- 
panies. The two remaining companies say the dollar 
value of their current inventories is “lower” and ““some- 
what lower” than a year ago. 

Current inventories as a percentage of sales are up 
over year-ago figures in three out of six companies, are 
“lower” and “somewhat lower” in two others, and the 
sixth cooperator states that his inventory-sales ratio “is 
about the same.” In two firms, dollar inventories are 
expected to increase during the first six months of 1958, 
in one case by “5% to 6%.”’ Two other executives say 
their dollar inventories should diminish from present 
levels in the first half of the new year; three firms look 
for no change. 

The rate of capital expenditures is expected to be 
substantially lower during the first half of 1958 in five 
companies. Three of these firms quote “30%,” “50%,” 
and “60%” reductions in capital expenditure rates. Two 
firms expect the rate to increase during the coming six 
months, in one case by but “‘a small amount.” 

Four out of six responding companies anticipate 
higher profits before taxes in the first half of 1958 over 
the corresponding 1957 period, in two cases “15% bet- 
ter” and “30% greater.” One official says his concern is 
“hoping for the same” level of profits as in the first six 
months of 1957. And a vice-president asserts: “In view 
of present economic uncertainties, we are afraid our 
profits before taxes will be off some for the first half.” 


Chemicals —Organic 


Favorable prospects are in view for new orders in 
eight of thirteen reporting organic chemicals producers 
during the first half of 1958 when measured against 
those of the same period in 1957. Three of these eight 
expect orders to run “10% above” the rate of the first 
six months of 1957, and three others in this group men- 
tion “slight,” “5%” and “9%” increases. Four firms 
expect first-half-1958 orders to be lower, and the presi- 
dent of one company forecasts no change. 

Prospects for first-half-1958 orders versus latter-half- 
1957 orders are such that five of eleven reporting manu- 
facturers expect increased orders, in one case by as much 
as ‘20 to 30%.” Three firms foresee reduced orders, and 
the remaining three believe no change will take place. 

Billings should closely parallel the expected trend of 
orders for the coming six months when compared with 
the earlier half of 1957. Eight of thirteen concerns antici- 
pate higher dollar billings, three lower billings, and two 
expect that totals will be “not much different.” 

First-half-1958 billing expectations when viewed 
against those of the preceding six months are generally 
encouraging. Of eleven participants, seven believe they 
will be higher, one foresees “lower’’ billings, and three 
do not expect much change in either direction. 

Six of twelve manufacturers predict that production 
rates in the coming six months will be higher than they 
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were in the earlier half of 1957, estimates of “5% over,” 
“10% ahead” and “30% above”’ being mentioned. Three 
companies expect production to drop under the levels of 
the first half of 1957, and three that it will be maintained 
at the first-half-1957 rate. Five out of eleven organiza- 
tions predict they will produce more during the coming 
half year than in the preceding six months, two that 
they will produce less, and four that “‘about the same 
production rate” will prevail. 

Over half the responding executives (seven of twelve) 
state that their industry’s capacity exceeds current de- 
mand, whereas five believe that “no excessive capacity 
exists in our industry.” The amount of overcapacity is 
variously described as “‘substantial,” ‘“‘moderate,”’ and 
“not serious.”’ While three executives believe a balance 
can be reached within the next two years, one company 
president foresees “‘no prospect of a balance,” and the 
vice-president of another company writes: 

“Industry’s capacity is certainly greater than current 
demand because it is not difficult to set up additional equip- 
ment at smal! cost to make large volumes of product. Under 


these conditions, I never expect the proper balance to be 
restored.” 


The dollar value of invertories is higher than it was a 
year ago for eight of twelve manufacturers, the increases 
ranging from “very slightly—2% or 3%” to “35%.” 
Two companies write that their inventory values are 
below year-ago figures, and the remaining two firms 
report unchanged levels. Five of ten executives describe 
their inventory-sales ratios as exceeding those of a year 
ago, three as being below, and two as showing no change. 

Inventories are expected to remain at unchanged 
levels during the six months ahead in nine companies, 
three firms plan to decrease theirs, and one manufac- 
turer anticipates carrying larger stocks. 

Reported plans on capital expenditures in the half 
year ahead follow divergent paths. Four companies are 
planning to increase their rate of investment, in one case 
by “30%,” four firms to curtail such spending, and five 
respondents assert that their rates of capital expendi- 
tures in the first half of 1958 will remain substantially 
unchanged from the 1957 rate. 

Five executives anticipate that their first-half-1958 
profits before taxes will be “12% over,” ‘11% ahead,” 
and “somewhat better” than were first-half-1957 profits. 
Three companies expect a decrease, and five that they 
will be “about the same”’ as in the first half of 1957. 


Construction Materials 


The comments of ten company officials in the con- 
struction materials industry indicate that they do not 
expect much change in their levels of activity during the 
half-year period immediately ahead. 

Of nine companies forecasting their expected first- 
shalf-1958 orders, four firms anticipate increases of “5%,” 
“40? (two companies), and “somewhat in excess” of 
orders in the first six months of 1957. Two concerns be- 
lieve new orders will decline during the next half year, 
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both by “‘about 5%,” and the three remaining firms ex- 
pect first-half-1958 orders will run “about equal” to 
those of the corresponding period a year earlier. Four of 
the seven executives who compare the outlook for orders 
in the next six months with second-half-1957 levels say 
signs point to an unchanged volume. The other three 
firms foresee reduced orders, one of them by about 
“15% due to the seasonal nature of our business.” 

Six of the companies think dollar billings in the first 
six months of the new year will exceed the corresponding 
1957 amounts: two firms each expect increases of “5%,” 
“4% and “‘somewhat larger.”” Adds one company 
president: “This will be due partly, we hope, to in- 
creased starts in residence construction.” Two concerns 
expect decreases of “3%” and “5%,” and two firms 
expect no change in new billings from year-ago figures. 
However, three of six producers believe first-half-1958 
billings will drop below those of the last half of 1957, in 
one case by ““16%’’; the other three predict no movement 
in either direction. 

Production, say three out of nine manufacturers, in the 
first half of 1958 will run ahead that of the first half of 
1957. Two companies expect production decreases, of 
“Qo,” and “not more than 10%” during this period. 
The four remaining organizations see year-earlier 
volumes prevailing. Prospects for production rates dur- 
ing the next six months versus latter-half-1957 rates 
are mixed for the eight companies reporting. Two of the 
eight expect to increase output, and four plan no change. 
The remaining two concerns think output may be lower, 
in one case “14% less in dollar value produced.” 

Eight of these producers say that industrial capacity 
for their products is at present excessive. The extent of 
the excess is described as “somewhat,” “considerably 
larger,” and “quite severe.” One company president 
estimates the excess to be ‘20% to 30%,” and another 
president “‘approximately 15%.” 

Five companies express views on when capacity and 
demand may come into relative balance, their predic- 
tions ranging from the end of 1958 to “not in the fore- 
seeable future.” One president says that “supply and 
demand may come into balance within the next six or 
seven years.” Another president writes: 


“The capacity in our industry is large, which definitely 
hurts our business; but we try to make it up in development 
and merchandising to assure us of our share of the business.” 


Dollar inventories are up “very slightly,” “slightly,” 
“importantly” and “substantially” in four concerns. 
Three companies report that the value of their inven- 
tories is now “minus 10%,’’ ‘“‘somewhat less” and 
“slightly less” than a year earlier. Three other firms in- 
dicate their inventories are at year-ago levels. 

As a percentage of sales, inventories are up “10%” 
and “4%” at two of the six responding manufacturers. 
Three report that percentages are “approximately the 
same,” and the remaining producer, a Canadian firm, 
reports the ratio lower than that of a year ago. 
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Five of nine manufacturers plan to maintain their 
inventories at unchanged levels during the first half of 
1958. Two will build up their inventories, in one case 
“because they are unusually low now.” The two remain- 
ing officials look to lowering their inventories, one of 
these adding that ‘“‘because of uncertain prospects, we 
will be careful in the building of our stocks.” 

Participants are uniformly hesitant about increasing 
their rates of capital expenditures in the new half year. 
Six companies plan to decrease their rates, in one in- 
stance by 25%. The secretary of one of these six con- 
cerns writes: “It is unlikely that anything resembling 
the magnitude of 1957 expenditures will be undertaken 
in 1958.” Four firms think capital expenditures will 
fluctuate little from 1957 levels. 

The outlook for first-half-1958 profits before taxes is 
uncertain. Three companies expect modest profit in- 
creases over those of the comparable 1957 period. Three 
other companies expect profits to be lower, in two cases 
by “5%.” The remaining three hope to be able to main- 
tain “‘an unchanged level” during the six months ahead. 
The treasurer of one company comments: 


“Tt is our definite intention to hold profits at a level equal 
to those achieved in 1957, but this may not be readily ac- 
complished in view of continued cost increases in the absence 
of significant gains in volume.” 


Food, Beverages and Kindred Products 


New orders in the first half of 1958 will be “10% to 
15% above those of the corresponding months of 1957” 
at one food company reporting, “about the same” in two 
other food companies, and “approximately 5% less” in 
the fourth. The fifth and sixth cooperators do not com- 
ment on new orders. Two concerns expect orders in the 
next six months will be “from 5% to 15% down” and 
“5% less” than orders received during the second half of 
1957, and two producers think the level of their new 
orders will remain fairly constant. 

First-half dollar billing prospects are cheerful for 
three respondents. Increases of ‘‘20%-25%” and “5%” 
(two firms) are anticipated over the first half of 1957. 
However, one of these companies expects first-half-1958 
billings to drop “5%” below those of the latter half of 
1957, while the remaining two believe billings will show 
increases of “5%-10%” and “4%.” 

One of four participating executives says the first- 
half-1958 rate of production will be increased “10% to 
25%,” over the rate of the first half of 1957. Two com- 
panies expect no change, and the fourth firm plans to 
cut production during the coming six months to “5%” 
below the level of the earlier half of 1957. Three com- 
panies compare their first-half-1958 production rates 
with those of the second six months of 1957, and one of 
these three concerns expects a “55%” increase. The re- 
maining two firms are not planning any changes in their 
rates of production. 

Two of three commenting firms believe capacity in 
their industry is higher than current demand. One presi- 


dent says that this situation can be met “only by operat- 
ing at less than capacity.” And the vice-president of 
another company thinks that “balance may be restored 
in two to three years.” The third company writes that 
‘““we do not consider industry’s capacity for our principal 
products to be excessive.” 

Three food processors report current dollar inven- 
tories are “higher,” “slightly higher” and “20% higher”’ 
than year-ago levels; and three firms report their present 
dollar inventory figures are similar to those of this time 
last year. Two of three responding companies state that 
current inventories as a percentage of sales have not 
changed from year-ago figures. The third company says 
that its inventory-sales ratio is “slightly” lower than 
that of a year earlier. Two of five cooperators foresee 
slightly increased inventories during the first half of the 
new year, but both of these gains are termed to be 
“seasonal” in nature. Three companies do not expect 
their inventories to show much change over the six- 
month period ahead. 

Food products concerns participating in this survey 
are not planning an increased rate of capital investment 
during the next half-year. Four companies state that 
their budgets indicate a lower rate of capital expendi- 
tures in 1958 than in the preceding year, while two ex- 
ecutives remark that their plans call for “relatively 
little” and “‘not any” change in their capital spending. 

Pretax profits are expected to be “slightly” better in 
the first half of 1958 than in the comparable period of 
1957 in one company; two companies think they will 
differ little. One firm’s president declares that his com- 
pany’s profits “will be down materially.” Two producers 
give no profits estimate for the coming six months. The 
chief economist of one of these firms ends with this com- 
ment: “Profits are anybody’s guess. We can’t forecast 
them in this economic climate, but naturally we hope to 
do better.” 


Furniture and Fixtures 


Five of six furniture and fixtures executives participat- 
ing in the survey comment on expected order receipts 
for the first six months of 1958. Three manufacturers 
anticipate increases of “10%,’’ “20%,” and “50%” over 
the first half of 1957, while two companies expect de- 
creases of “8%” and “10%.”” Compared with orders re- 
ceived in the second half of 1957, two producers estimate 
gains of “5%” and “40%” will occur in the first half of 
1958, one firm thinks its orders will remain “about 
even,’ and the fourth and fifth cooperators predict 
“20%,” and “‘slight”’ reductions. 

First-half-1958 billing expectations are estimated to 
about parallel the trend of new order receipts. Of the 
five participants, three foresee gains in the six months 
ahead of “10%,” “20%” and “50%” over billing totals of 
the first half of 1957, while two companies think “8%” 
and “10%” declines will occur. Measured against those 
in the latter half of 1957, billings expected in the coming 
six months will go up “40%” according to one producer, 
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two believe they will remain at “about the same level.” 
The remaining two think “20%” and “slight” reductions 
are ahead. 

The rate of production during the next half year will 
go up “10%,” “20%” and “60%” over that of the first 
half of 1957 in three out of five firms. Two companies 
anticipate decreases of “8% and “10%.” Two of the 
same five executives state that in the six months to come 
their firms will experience production rate upturns of 
“5% and “40%” over last-half-1957 rates, while one 
says his dollar value of production will stay “about 
even.” The fourth and fifth companies will slow down 
their production, in one case by “10%.” 

All five responding companies assert that capacity in 
their industry is ahead of current demand. Two firms 
believe capacity is “‘somewhat” excessive, while three 
estimate the overcapacity at “10%-15%,” “20%,” and 
*“30%—-40%.” 

The prospect of demand balancing industrial capacity 
is “not in the foreseeable future,” writes one company 
president. The chief executive of another firm asserts 
that “‘we do not expect a balance to be restored within 
the next five or six years.” One official thinks demand 
“will catch up” with capacity when “‘the substantially 
higher rate of family formations begins to take place in 
the early 1960’s.” And a vice-president of the fourth firm 
remarks: “In view of the fact that there has been exces- 
sive capacity in our industry for many years, we have no 
right to assume that a balance will be restored at any 
particular time in the future.” 

Three manufacturers report “10%,” “23%” and 
“95% reductions in their dollar inventories from year- 
ago levels. Two companies are maintaining inventories at 
“the same’”’ dollar amounts, while the value of the sixth 
firm’s inventory is up ““7%”’ over the year-earlier figure. 

Five organizations report on their inventory-sales 
ratios as compared with those of January, 1957. Three 
of these companies find their inventories as a percentage 
of sales down by “110%,” “20%” and “35%.”’ One execu- 
tive reports no particular increase or decrease, while the 
fifth producer says his inventory-sales ratio is “2.6% 
higher than a year ago.” Four companies expect their 
inventories will trend higher in the coming half year, in 
two instances by “10%-15%” and “30%,” while two 
manufacturers believe there will be little change. 

No definite trend in first-half-1958 capital expendi- 
ture rates emerges from the comments of cooperating 
companies. One firm plans to increase its expenditures 
“because we have recently acquired a plant and we will 
be spending money on rehabilitation.” Three producers 
expect the 1957 rate of capital spending to continue 
during the first half of 1958. Two companies will de- 
crease their expenditures, in one instance by “25%—but 
the dollar amount is small.” 

Pretax profit prospects for the first six months of 1958 
appear promising according to three companies. In- 
creases “25%” and “100%” over profits realized during 


the first half of 1957 are mentioned by two of this group, 
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and the third says profits will be “better—perhaps sub- 
stantially so.”’ Three other manufacturers expect profits 
before taxes in the coming half year to continue at 
“about the same” rate. “In spite of less volume and 
severe competition,” writes the president and general 
manager of one organization, “our profits before taxes 
for the first half of 1958 will compare favorably with 
those for the same months of 1957. The reason: many 
improvements in our manufacturing processes have been 
made during the past year.” 


Lumber and Products 


Only one of three companies reporting comments on 
the outlook for new orders. This company’s president 
anticipates that orders in the first half of 1958 will ex- 
ceed those of the corresponding months of 1957 by 10%. 

In the first six months of the new year, dollar billings 
are expected to remain unchanged in one company from 
the totals achieved during the first half of 1957, while 
two cooperators foresee declines, in one instance by “as 
much as 10%.” One company compares its dollar bill- 
ings expected in the first half of 1958 with the figures of 
the concluding half of 1957; this firm expects a decrease 
in its comparative billings. 

Two producers discuss production rates in the six 
months ahead. One cooperator writes: ““We expect the 
dollar value produced in the first half of 1958 to be about 
5% less than that of the first six months of 1957,” and 
the second company expects an unchanged production 
rate. Neither firm thinks its production figures in the 
coming half year will differ from those of the preceding 
six months. 

All three cooperators think industry capacity exceeds 
current demand, in one case by 10%. However, the 
president of another company states that “this over- 
capacity situation is not severe.” He adds that “expan- 
sion of the wood parts industry has been at a normal 
rate, new facilities coming into production and old 
facilities being enlarged in proportion to increased 
demand.” One firm feels that “demand will come into 
line with capacity around the middle of 1958.” 

Current dollar inventories compared with those of 
this time last year are up by “5%” in one company, are 
a “little down” in another concern, and the third firm 
reports no change. Of two companies reporting, one 
producer says its present inventory-sales ratiois up over 
the year-ago figure. The second company writes: ““We 
are struggling to keep our sales-inventory percentages 
comparable to last year, and we’ve had fairly good luck 
so far.” 

Inventories will trend lower in the first half of 1958 
at one lumber company, while the second and third 
producers believe their inventories in stock will “hold 
at about the same levels” as at present. 

One firm plans to push up the rate of capital expendi- 
tures in the first half of 1958 by 14% over that of 1957, 
but the two other companies say their capital invest- 
ment programs will remain “approximately the same.” 


582 


All three executives forecast that profits before taxes 
in the next half year will not reach the levels attained 
in the first half of 1957. One company cites an expected 
reduction of “5%,” while another says pretax profits 
will be “somewhat lower than those in 1957.”’ And one 
president remarks: “To maintain volume, we anticipate 
sacrificing markups, thereby reducing profits.” 


Paper and Allied Products 


Expected order receipts in the first half of 1958 show 
no definite trend, according to the estimates given by 
eight paper and allied products manufacturers. Three 
companies forecast “‘slight,” “5%” and “7%” gains in 
new orders during the next six months over those in the 
earlier half of 1957, three firms expect no noticeable 
change in new orders, and two concerns think that the 
orders they will receive will be “‘somewhat less” and 
“approximately 5% less.’’ One producer (among seven 
commenting) looks for orders during the first half of 
1958 to show a ‘‘12%”’ increase over those of the con- 
cluding half of 1957. Four companies predict unchanged 
levels, and the remaining two expect first-half-1958 
orders to be lower than those during the last half of this 
year. 

Of the five companies reporting on this point, four 
say first-half-1958 billings will be larger than those of 
the first six months of 1957, in one case by “8%; the 
fifth company says new billings are expected to be 
“somewhat off.’ Only one cooperator anticipates im- 
provement in billings in the coming six months over the 
last half of 1957, two believe no change will take place, 
and the fourth executive expects a decline. 

The production rate in the coming six months is ex- 
pected to increase over first-half-1957 rates in only one 
company, five foresee unchanged rates, and the seventh 
and eighth concerns state that their production will be 
“slightly less”? and “10% to 15% off.’”’ When compared 
with last-half-1957 figures, production rates in the next 
six months are expected to increase in two out of seven 
companies, show little difference in four firms, and to be 
“slightly” less in the remaining company. 

Six of seven producers say that capacity is at present 
outrunning demand. For the seventh cooperator, 
capacity is not now excessive and some “items may 
possibly be in short supply.” Two of three firms think 
capacity is about “10%” excessive, while the third says 
there is only a “slight oversupply situation.” Six es- 
timates as to when capacity and demand will be equal 
range in time from “‘mid-1958” to “three or four years, 
provided no additional capacity is added in the mean- 
time.” Three other companies think a reasonable bal- 
ance will be achieved in “a year or more,” in “twelve to 
eighteen months,” and in “late 1959.” The president of a 
sixth company reports that “it is generally believed a 
balance will be restored by about 1960.” 

Dollar inventories are up over year-ago levels in six 
companies by various amounts, figures of “2%,” “3%,” 
“11%” and “50%” being mentioned. In a seventh firm 


the inventory is equal in value to that of a year ago, and 
in an eighth company is “slightly down.” Inventory- 
sales ratios are up “slightly,” “somewhat,” “1%,” and 
“1.49” in four out of six companies reporting. In 
one company, the ratio remains unchanged, and a 
vice-president of the sixth company reports that it is 
“slightly below” that of a year earlier. 

Cooperators differ on the prospective course of in- 
ventories: two companies think they will increase, three 
expect no change, and three other companies foresee 
“lower’’ figures in the half year ahead. 

Similarly, no marked trend is evident in the capital 
expenditure plans of cooperating paper manufacturers. 
Four companies expect their capital expenditure rates 
will go up in the coming six months, in one case by 
“95%.” Two other executives say their expenditure 
rates “will not change.” The seventh and eighth pro- 
ducers write that first-half-1958 capital investments 
will be “below” and ‘*25% under” the average for 1957. 

Three executives predict that profits before taxes 
during the next six months will be above levels attained 
during the corresponding period a year ago. However, 
these increases are described as “‘small,” “slight” and 
“somewhat higher.” Five concerns expect profits before 
taxes during the first half of 1958 will drop below those 
of the first six months in 1957. “You cannot have more 
profits,” remarks the president of one company, ““when 
your increases in costs exceed the amount by which 
you can raise prices. This is made even more clear by the 
fact that productivity has not increased, thereby mak- 
ing the squeeze even worse.” 


Petroleum Refining 


Replies from four petroleum refiners point to a rising 
trend of business for the next six months. Billings, say 
three cooperators, will be “increased,” “up somewhat” 
and up “4% to 6%” in the first six months of 1958 com- 
pared with those of the same period in 1957. A fourth 
company anticipates “‘no change” in its billings. All four 
of the companies, however, forecast a rise from the 
second half of 1957 to the first half of 1958, with “‘an 
increase of 1%” and “3%” being mentioned in two 
cases. However, one of the companies points out: ‘““We 
anticipate that price weakness for petroleum products 
in 1958 will influence our dollar billings.” Another exec- 
utive forecasts a modest rise: 

“Normal growth demand in motor fuel is being largely 
offset by reduced demand in fuel oil and distillates because 
of increased supply of natural gas, military cutbacks in 
petroleum purchases, and a general leveling off of industrial 
activity.” 

Three companies report that their first-half-1958 
dollar value of production will be “increased,” “4% to 
6% higher’’ and “slightly higher than” either the first 
or the second halves of 1957. The fourth company says: 
“It is hoped that refinery production of finished prod- 
ucts can be held at a level no greater than that of 1957 
in order to avoid further buildup of product inven- 
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‘tories.’ One of the four companies states his company’s 

‘production “increases will be due to larger volume in 

total from present properties and plants and to new 
facilities which produced for only a part of 1957 or had 
not yet started in that year.” 

The production potential of the petroleum refining 
industry is excessive relative to current demand, say 
three of the four oil companies participating in this 
survey. Explains one cooperator: 

“In normal times capacity in our industry is always 
greater than demand. This is necessary to meet seasonal 
peaks and unforeseen emergencies. A good example was 
Europe’s need when the Suez Canal was closed. The ratio 
of capacity to demand is a little higher than it has been for 
a few years, but the situation is not considered serious.” 


Inventories on a current dollar basis are termed by 
four companies as being “slightly higher,” “higher,” 
“18% higher” and “21% higher” than a year ago. When 
measured as a percentage of sales, only one of the re- 
finers says his current ratio is “higher” than a year ago, 
while the other three refiners say there is no change. 
Only one refiner expects his first-half-1958 inventories 
to trend “down slightly”; the other three state they 
expect no change. 

Forecasts of a lower rate of capital expenditures in the 
first half of 1958 relative to the 1957 average are made 
by two refining companies. The other two refineries 
state their capital expenditure programs in the first half 
of 1958 will ““be about the same” and “continue at ap- 
proximately the same rate.” 

One company expects profits before taxes for the first 
half of 1958 “‘to show some improvement” when com- 
pared with the first half of 1957. A second refinery states 
that “it is likely profits in 1958 will be below the 1957 
level.” The other two firms predict profits will be “about 
the same level as in 1957.” 


Textile Mill Products 


The seven textile executives participating this month 
for the most part indicate that their companies’ pros- 
pects for the coming half year are generally encouraging. 
However, one of the cooperators, a company treasurer, 
says: “The textile situation is very drab indeed, with a 
weak market and the industry struggling to reduce 
production to demand level. Selling prices have been 
under pressure even though costs have been rising.” 

Four out of six firms predict new orders in the first 
half of 1958 will run ahead of those in the comparable 
1957 period, with two of these firms mentioning in- 
creases of “5%” and “12%.” One producer expects his 
first-half-1958 orders will be “down” from the levels in 
the earlier half of 1957, while the sixth manufacturer 
believes his order receipts will continue at the same rate. 
Only one of six companies anticipates its new orders in 
the half year ahead will gain over those during the last 
half of 1957. Three companies expect declines, in one 
instance by “20%,” and the two remaining concerns 
_ foresee no substantial changes. 
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Dollar billings in the first half of 1958 will be “a little 
better” than in the corresponding six months of 1957 in 
two companies, will be “down” in one firm, and at “‘the 
same level” in four companies. Three companies expect 
billings in the coming six months will show “slight,” 
“some”’ and “2%” gains over those of the latter half of 
1957. Three concerns think the levels of last-half-1957 
billings will continue unchanged for the next six months, 
and the seventh participant believes “‘some” decrease 
lies in the period immediately ahead. 

Production rates in the coming half year are estimated 
by five textile companies: two of them expect ‘“some- 
what” and “15%” greater production than in the first 
half of 1957, two others “slightly less” and “down,” and 
the fifth ‘‘about the same.” Compared with the preced- 
ing six months, production rates will be up in the first 
half of 1958 in three companies, and “down” and “5% 
less”’ in the two remaining firms. 

Six executives all agree that industrial capacity for 
their products exceeds current requirements. Estimates 
of overcapacity range from “not much” to “significant.” 
The president of one company says the imbalance will 
continue “indefinitely, barring unforeseen emergencies 
such as war,” while another states that ‘“‘in 1958 a pro- 
ductive balance should be restored.” One company 
official makes this remark: 


“It remains to be seen whether the efforts that are now 
being undertaken and that were quite effective in 1949 in 
bringing production in line with demand will be successful.” 


Six concerns report the current value of their inven- 
tories is up over that of January 1, 1957, three of this 
group mentioning an increase of 10%. The seventh firm 
declares that the value of its inventory is down by 
“25%”’ over that of one year ago. Two out of three re- 
porting companies say their inventory-sales ratios are 
“up” from this time a year ago, while the third manu- 
facturer reports reduction in its inventories as a percent- 
age of sales. 

Four out of five executives say that their inventories 
in the first half of 1958 will reflect a downward trend. As 
one of these writes: “Excessive inventories are much 
too expensive a luxury to enjoy these days.” One com- 
pany plans no change in its inventory levels in the next 
half year. 

Of six textile producers commenting, not one plans to 
increase its rate of capital spending in the coming six 
months over that of 1957. Three companies plan to 
maintain their capital investment at the same rate as in 
1957, while the remaining three expect declines, in one 
case by “40%.” 

Four out of five participants anticipate pretax profits 
in the first half of 1958 will be higher than in the first 
half of 1957, in three instances by “5%,” “10%” and 
““50%.’’ The remaining executive says of his company’s 
prospective first-half-1958 earnings: “We do not look for 
any important change.”’—S. E., T. K., L. D. M., and 
ROM..P: 


Compilation of Mergers and Acquisitions — October 11, 1957 — November 10, 1957’ 
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Acquirer 
Description and assets in millions 


Adam Consolidated Industries, 
Inc. ($7.3) 
Watchbands, insulated wire mfr. 
and beverage bottler 


Allied Control Co., Inc. ($3.6) 
Electromagnetically actuated 
switches mfr. 


Aluminum Co. of America 
($1,157.6) 
Aluminum products mfr. 
American Agricultural Chemical 
Co. ($63.9) 
Fertilizer and chemicals mfr. 


American Insulated Wire Corp. 


(over $.3)* 
Insulated wire and cable mfr. 


American Vitrified Products Co. 
($7.2) 


Clay and concrete pipe and 
kindred products mfr. 

Amphenol Electronics Corp. ($16.1) 
Precision-built parts for the elec- 
trical, electronic and aircraft in- 
dustries mfr. 

Artophone Corp. (n.a.) 
Wholesale appliance and floor 
covering company 

Borg-Warner Corp. 
(York Div. of) (n.a.) 
Household and industrial equip- 
ment mfr. 


E. L. Bruce Co. ($17.0) 
Hardwood flooring mfr. 


Budd Co. ($197.1) 
Automotive body parts and 
railway, aircraft and _ testing 
equipment mfr, 

Campbell Chain Co. (over $1.0)* 
Chain mfr. 


Carpenter Paper Co. ($33.0) 
Wholesale distributor of paper 
products 


Cascades Plywood Corp. ($12.7) 
Plywood mfr. 


Century Food Markets Co. ($7.6) 
Supermarket chain operator 


Christiana Oil Corp. ($6.1) 
Oil and gas property lease owner 


1See The Conference Board Business Record, November, 1957, for sources and methods used. . 


Acquired Unit 
Description and assets in millions 


Bruner-Ritter, Inc. 
(Domestic watchband div. of) 


(n.a.) 
Watchbands mfr. 


Miniature Switch Corp. 
(Certain assets of) (n.a.) 
Toggle and rotary switches mfr. 


Peabody Coal Co. 
(Certain coal rights in Indiana 
of) (n.a.) 


Buhner Fertilizer Co. ($2.4) 
Herulze and allied products 
mfr. 


Cable Electric Products, Inc. ($2.4) 
(Increased direct holdings to 
72.6% of outstanding stock by 
purchasing 106,235 common 
shares of) 

Electrical wiring devices mfr. 


Whitehall Sewer Pipe Co. 
(2 clay pipe plants of) (n.a.) 


Danbury Knudsen, Inc. ($3.3) 
Electromechanical connectors 
and other electronic devices mfr. 


St. Louis Screw & Bolt Corp. ($2.3) 
Bolts, nuts, screws mfr. 


Lehigh, Inc. 
(Lehigh Mfg. Co., div. of) 
(Automotive air conditioning 
compressor design and related 
mnfg. facilities of) (n.a.) 


Atlas Plywood Corp. 
(Hardwood plywood producing 
plant of) (n.a.) 


Krouse Testing Machine Co. (n.a.) 
Fatigue testing equipment mfr. 


Republic Steel Corp. 
(Machinery, tools, equipment 
and inventory of chain division 


of) (n.a.) 


One company in Denver, Colorado 
(n.a.) 


Two companies in Seattle, Wash- 
ington (n.a.) 
One company in Sioux City, Iowa 
(n.a.) 
E. K. Wood Lumber Co. 
(Most physical assets of) (n.a.) 


G & H Super Markets (n.a.) 
Four-store food chain (Erie, Pa.) 


Great Basins Petroleum Co. 
(Producing oil property in Wil- 
mington Field, Cal. of) (n.a.) 


Acquirer 
Description and assets in millions 


Cities Service Oil Co. (n.a.) 
(sub. of Cities Service Co.) 
Gas producer 
Consolidated Foundries & Mfg. 
Corp. (n.a.) 


Copperweld Steel Corp. ($53.5) 
Steel products and _ copper- 
covered steel rods and wire mfr. 


Crescent Mfg. Co. (over $1.0)* 
Flavoring extracts mfr. 


Crucible Steel Co. of America 
($171.8) 
Special purpose steels mfr. 


Curtiss-Wright Corp. ($281.1) 
Aircraft components, metal and 
plastic industrial preducts mfr. 


Danita Hosiery Mfg. Co. (n.a.) 


Diamond Alkali Co. ($134.2) 
Inorganic and organic chemical 
products mfr. 

Diamond Match Co. ($103.2) 
Matches, building materials, 
molded wood-pulp products mfr. 


Dilbert’s Quality Supermarkets, 
Inc. (n.a.) 
Thirty-nine supermarkets chain 
(N. Y.) 


R. R. Donnelly & Sons Co. ($82.7) 
Commercial printer and binder 


Electronic Specialty Co. ($1.5) 
Electronic devices for aircraft 
and guided missiles mfr. 


Federal Sign & Signal Corp. ($6.7) 
Advertising signs and signaling 
devices mfr. 


Florence Stove Co. ($22.5) 
ae and heating equipment 
infr, 


General Controls Co. ($23.6) 
Automatic controls mfr. 


ference Board Business Record, November, 1957, has been restrained by order of the California Corporation Commission 
* Estimated minimum capital from Thomas’ Register 
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Acquired Unit 
Description and assets in millions 


Llano Grande Corp. 
(Gasoline plant of) (n.a.) 


Adirondack Foundries & Steel, Inc. 
(over $.5)* 
Carbon steel and heat and cor- 
rosion resistant steel castings 
mfr. 


Superior Steel Corp. ($15.9) 
Stainless and alloy strip steels 
ri 


Lang & Co. 
(Gold Shield Coffee division of) 


n.d. 
(Including 52,000 sq. ft. plant 
and packaged nut division) 


Rights to 15,000 surface acres at 
Hugheston, Va., with 
potential reserve of over 20 
million tons of metallurgical coal 
(n.a.) 


H. A. Wagner Co. (n.a.) 
Missile systems and components 
mfr. 


Julius Kayser & Co. 
(Diamond Hosiery Corp. div. 
of) (n.a.) 


Metal Chlorides Corp. (n.a.) 
(Sub. of Salem-Brosius, Inc.) 


(half interest in) 
Gardner Board & Carton Co. 
($33.6) 
Folding cartons, paperboard 
mnfr. 


Bildner-Big Ben Corp. (n.a.) 
Seventeen supermarkets chain 
(Long Island, N. Y.) 


Crowell-Collier Publishing Co. 
(Springfield, O. plant of) (n.a.) 


Electromation, Inc. 
(Cado Division of) (n.a.) 
Antennae and transmission sys- 
tems components mfr. 


Alert Sign Service (n.a.) 


Penn-Neon Signs Co. (n.a.) 
George D. Roper Corp. of Delaware 


n.d. 
(Sales sub. of George D. Roper 
Corp.) 


George D. Roper Corp. 
(Gas range and gas dryer manu- 
facturing business of) (n.a.) 


Hammel-Dahl Co. (over $.3)* 
Industrial control valves mfr. 


Harvill Corp. 
(Tork Master div. of) (n.a.) 
Electric valve operators mfr. 


++ The Textron, Inc., acquisition of California Technical Industries as published in The Con- 
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Compilation of Mergers and Acquisitions (Continued) 


Acquirer 
Description and assets in millions 


Grand Union Co. ($79.5) 
Retail food markets chain 


Gulton Industries, Inc. 
(over $.3)* 
Electronic equipment mfr. 


_ Frederick R. Harris, Inc. (n.a.) 


Consulting engineers 


Harris-Intertype Corp. ($59.1) ° 
Offset printing presses and power 
paper cutters mfr. 


Haveg Industries ($3.2) 
Molded plastic materials mfr. 


Hitemp Wires, Inc. (over $.5)* 
High temperature and insulated 
wires mfr. 


Hogan Industrial Supply Corp. 
(n.a.) 


Henry Holt & Co. ($9.0) 
Books and magazines publisher 


International Paper Co. ($765.5) 
Paper mfr. 


KDI Corp. (n.a.) 
Automation equipment mfr. 


Ketterlinus Lithographic Mfg. Co. 
(over $1.0)* 


King-Seeley Corp. ($22.5) 
Automotive parts, electrical 
equipment mfr. 


Klarer Co. (n.a.) 
Meat packer and processor 


Koebring Co. ($50.2) 
Construction machinery, metal 
working presses and_ plastic 
molding machinery mfr. 


Lea Fabrics, Inc. ($3.7) 
Carpets, floorcoverings, 
rubber products mfr. 


Leslie Salt Co. ($19.4) 
Salt mfr. 


foam 


Litton Industries ($15.7) 
Electronic equipment and com- 
ponents mfr. 


Marsteller, Rickard, Gebhardt & 
Reed, Inc. (n.a.) 
Advertising agency 


‘Mead Corp. ($134.0) 
Wood pulp, white papers and 
aperboard mfr. 


* Estimated minimum capital from Thomas’ Register 
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Acquired Unit 
Description and assets in millions 


Champagne’s Super Markets (n.a.) 
Six-store food chain 
(New Hampshire) 


Titania Electric Corp. of Canada, 
Ltd. (n.a.) 


Wallace Clark & Co., Ine. (n.a.) 
International management con- 
sultants 


Gates Radio Co. (over $.5)* 
Commercial broadcasting equip- 
ment mfr. 


Lithgrow Chemical Corp. (n.a.) 
Chemical corrosion resistant 
plastic coatings, cements, im- 
pregnations and laminated lin- 
ings mfr. 


Union Plastics Corp. (over $.1)* 
Thermoplastic insulated wire 
and cable mfr. 


Industrial Chemical Sales Corp. 
(n.a.) 


Home Guide, Inc. 
(Titles and all publishing rights 
of New Homes Guide and Home 
Modernizing magazines of) (n.a.) 


Longview, Portland & Northern 
Rwy. (n.a.) 
Gruen Industries 


(Precision Products div. of) (n.a.) 
Small precision parts mfr. 


Lockwood Folding Box Co. 
(over $.1)* 


Queen Products, Inc. (n.a.) 
Ice-making machines, heaters, 
camping equipment mfr. 


Albert Lea Building Co. (n.a.) 


Emmart Packing Co. ($2.5) 
Meat packer 


Emhart. Mfg. Co. 
(Henry & Wright div. of) (n.a.) 
(business and inventory of) 


Storm Vulcan Co. (n.a.) 
Machinery mfr. 


Spice Islands Co. (n.a.) 
Spices, herbs, vinegar, season- 
ings mfr. 


Maryland Electronic Mfg. Corp. 
($3.0)* 


Air navigation aids and other 
airborne electronic equipment 
mfr. 


Rittenhouse & Co., Inc. (n.a.) 
Advertising agency 


Hurlbut Paper Co. (over $1.0)* 
Technical and filtration papers 
mfr. 


Acquirer 
Description and assets in millions 


Mercast Corp. ($1.7) 
(Sub. of Atlas Corp.) 
High precision castings mfr. 


McLouth Steel Corp. ($170.1) 
Carbon and stainless steel mfr. 


Minneapolis-Honeywell Regulator 
Co. ($237.8) 
Automatic control instruments 
mfr. 
Morningstar, Nicol, Inc. ($9.4) 
Starches, gums, adhesives mfr. 


Napco Industries, Inc. ($14.0) 
Trucks and truck components 
mfr. and brewer 


North American Royalties, Inc. 
($4.4) 


Mineral interests, oil and gas 
royalties and overriding royalties 
investor 


Oglebay, Norton Co. (n.a.) 
(Newly formed by merger of) 


Onego Corp. (n.a.) 
Pacific Vegetable Oil Corp. ($26.8) 
Meal, oils and fats mfr. 


Pan American Tool Co. (n.a.) 


Paulsen-Webber Cordage Corp. 
(over $.5)* 
Wire and fiber rope mfr. 
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Acquired Unit 
Description and assets in millions 


Gray & Huleguard, Inc. (n.a.) 
Jet aircraft and missiles electro- 
mechanical equipment mfr. 
Ashland Mining Corp. 
(50% of outstanding shares of) 
(n.a.) 
Lessee of taconite iron ore 
properties 
Lord Tabor Co. (n.a.) 
Fire and burglar-alarm mfr. 


Federal Adhesives Corp. (over $.1)* 
Latex and adhesive chemicals 
mnfr. 

Haberland Mfg. Co. 

(Plant and facilities of) (n.a.) 
(Purchased from Dutch firm) 
Sizings, starches, pastes mfr. 


Detroit Bevel Gear Co. (n.a.) 
{gut of Gear Grinding Machine 
0. 
Gear-cutting and grinding ma- 
chine plant 


Leach Oil Corp. (n.a.) 


Northern Oil Co. (n.a.) 

Northwest Oil Corp. (n.a.) 

Oglebay, Norton & Co. (over $.5)* 
Iron ore 


Columbia Transportation Co. 
(n.a.) 
(11.7% owned by Armco Steel 
Corp.) 

Montreal Mining Co. (over $1.0)* 
(11.9% owned by U. S. Steel 
Corp.) 

Iron ore 
Ferro Engineering Co. (n.a.) 


Saginaw Dock & Terminal Co. 
(n.a.) 

Richwood Sewell Coal Co. (n.a.) 

Fairport Machine Shop, Inc. (n.a.) 

North Shore Land Co. (n.a.) 

Standard Box Co. (over $.3)* 
Paper box mfr. 

Pringle Barge Line Co. (n.a.) 
(Sub. of Columbia Transporta- 
tion Co.) 

Georgia Pipeline Co. (n.a.) 

Plains Oil Mills, Inc. (n.a.) 
Safflower seed processor 


John Sides Pipe Rental Co. 
(Certain assets and business of) 


n.d. 
Oil field pipe and equipment 
rentor 

Sunbury Wire Rope Mfg. Co., Inc. 

(over $.3)* 
Wire rope mfr. 


11957 estimated sales volume, The Wall Street Journal, September 19, 1957 
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Acquired Unit 
Description and assets in millions 


Acquirer 
Description and assets in millions 


Acquired Unit 
Description and assets in millions 


Duplex Mfg. Corp. (over $.1)* 
Tool boxes mfr. 


Acquirer 
Description and assets in millions 


Highway Trailer Co. (n.a.) 
(Div. of New York Shipbuilding 
Corp.: sub. of Merritt-Chapman 


Pendleton Tool Industries, Inc. Trans Continental Industries, Inc. 


($10.9) - 
Tools and precision dies mfr. 


Marine and builders’ hardware 


( ) White Way Pure Milk Co. (n.a.) mfr. & Scott Corp.) 
Pet Milk Co. ($61.3 ite Way Pure Milk Co. (n.a. ‘ 
i i Van Waters & Rogers, Inc. ($21.8) | Denver Fire Clay Co. 43 
We Sa eat eras = hpi Technine choesteall and scien- (Industrial chemical, scientific 
Republic Pipeline Co. (n.a.) Duval Pipeline Co. (n.a.) __ tific supplies distributor apparatus and hospital supply 
(Affiliate of Plymouth Oil Co.) (Affiliate of Plymouth Oil Co.) distribution business of) (7.a.) 
W. A. Sheaffer Pen Co. ($23.1) Maico Co., Inc. (over $1.0)* Vulcan Materials Co. ($27.3) Sherman Concrete Pipe Co. 
Writing instruments mfr. Hearing aids, miniature elec- Diversified mining, medicinal (Assets in Tampa, Sanford, 
tronic devices mfr. and chemical products mfr. Tallahassee, Fla., and Decatur, 
Siboney-Caribbean Petroleum Co. | 4,430 gross acres of natural gas Ga. 8 (n.a.) ; : 
: producing properties and proven | Wagner Bros., Inc. (over $1.0)* Automatic Molding Machine Co. 
Oil and gas explorer undeveloped lands in Jackson Automatic plating machines and (over $.3)* 
County, Texas (n.a.) chemical supplies mfr. Automatic plastic molding 
Southeastern Public Service Co. | Colorado Ice & Cold Storage Co. presses mfr. 
(over $.3)* Waldie & Briggs, Inc. (n.a.) Robert Christopher Agency, Inc. 
Ice and natural gas producer and Advertising agency (n.a.) 
cold storage plant operator Advertising agency 
Sterling Drug, Inc. ($142.0) Homemakers Products Corp. (n.a.) | Warner & Swasey Co. ($44.7) Badger Machine Co. (over $.1)* 
Medicinal and pharmaceutical Skin-care products distributor Machine-tool and machines mfr. Hydraulic excavators and cranes 
preparations mfr. mfr. 
J. P. Stevens & Co. ($318.0) Clinton Woolen Mfg. Co. (over$.3)* | Waukesha Motor Co. ($24.2) Climax Engine Mfg. Co. (n.a.) 


Heavy duty gas, gasoline and Internal combustion engines mfr. 
diesel internal engines mfr. 


Welch, Holme & Clark Co., Inc. | Tunley & Co., Inc. (over $.1)! 


Textile fabrics producer 


Telecomputing Corp. ($4.9) 
Electronic equipment mfr. 


Wm. R. Whittaker Co. Ltd. ($9.9) 
Aircraft and missile industries 


(over $.1)! Poppy-seed, walnut and palm 
es ualyes si pisepe mins Oils, fats and chemicals dis-| oils supply house 
Texas Eastern Transmission Corp. | La Gloria Oil & Gas Co. (n.a.) tributor 
($628.1) ? 
Gas transmission pipelines owner Welex, Inc. (n.a.) Welex Jet Services, Inc. ($8.3) 


(sub. of Halliburton Oil Well Oil-well service 
Cementing Co.) 

Performs specialized services to 

drillers and producers of oil and 

gas 


Weyerhaeuser Hawaiian Co. (n.a.) | Hawaiian Pineapple Co. 
(Sub. of Weyerhaeuser Timber (Corrugating and shipping con- 
Co.) tainer plant in Honolulu of) 


and operator 


Texas International Sulphur Co. 
(n.a.) 


Textron, Inc. ($192.0) 
Diversified industrial and textile 
products mfr. 


Standard Sulphur Co. ($1.0) 
Sulphur producer 


Accessory Products Corp. 

(over $.3)* 

Aircraft and missile components 
mnfr. 


(n.a.) 
Caters bea oh Hanepteny Hleveter Co. ($8.2) it; rene Spring & Wire Corp. eee ena Inc. 
omy ee Toledo Scale Co. (over $1.0)* Wire products, communications, Aircraft pee missile structural 
Weighing equipment mfr. construction equipment mfr. parts mfr. 
* Estimated minimum capital from Thomas’ Register 1 Estimated minimum capital from “Thomas’ Wholesale Grocery and Kindred Trades Register, 1954” 
Business Bookshelf of the American economy. The material is based entirely 
a ee PT TO | on the Twentieth Century Fund’s 1955 edition of “Amer- 
ica’s Needs and Resources: A New Survey,” by J. Frederick 
Credit Needs of Small Business—This is the title of hear- Dewhurst and Associates. It is designed for the general 
ings on two types of federal service to small business. One reader, and the high school or college student. By Thomas 
concerns emergency aid to small businesses caught in dis- R. Carskadon and George Soule. The Macmillan Company, 
tress situations and requiring loans beyond those ordinarily New York, 124 pages, $1.50. 
considered legitimate for private banking. The other re- 
lates to the establishment of regular channels for granting Performance and Development of Field Sales Managers— 
long-term loans to small businesses. Hearings Before a Sub- This study of the first level of sales management—the field 
committee of the Committee on Banking and Currency, U. S. or branch manager—deals with the scope and character 
Senate, Eighty-Fifth Congress, First Session. U. S. Govern- of field managers’ functions and the forces that appear 
ment Printing Office, Washington, D. C., June, 1957. to shape performance. The final section contains some 


; suggested steps that might be taken to develop stron 
U.S.A. in New Dimensions: The Measure and Promise of field sales managers. By Robert T. Davis. Hareahd School of 


America's Resources—A simple, liberally illustrated de- Business, Division of Research, Boston, 1957, 357 pages. 
scription of the past trend, current size and future prospects $3.50. 
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SELECTED BUSINESS INDICATORS 


Chartbook 


Page“ Series Unit eet. cei eed 
Octoberp | September August October 
industrial production = SRD | Pee tptes, | opeieR [1 lee 
GUIEUE no. clare U oC CRIEREID ORS anes HEIR een a gets etna 1947-49 = 
S) pechies manufacturing 25 ae! FoR oomnGor coo Dn aoOn 1947-49 = 100 3 ise es te 163 
ee ee a ee Die renuiactaia genie ness +s ans] 1947-49 100 S ee ie? ue! ele 
Wholesale prices fouce? 2 Lalita ween siasscen Al Ue eee 
UCOMPMOGICIOR Gar. Gericke a herd cca ee Ue. oda 1947-49 = 
11 Parmroniacdities. roe 4 ee eh. er ee toro atiog coe tg wae pee 
Industrial commodities...........-.--.--. sss sen. 1947-49 = 100 125.7 + 126.0 126.0 123. 
Consumer prices leis apes vn died” hn ees 
PATGbEms) (NEC SB isiayccars a ciate tMe,010) atc O'etsis asi dale tae 1953=100 
13 mk INTE ee IEMs Sn Se ee cy ad 1953= 100 103.5 103.6 103.5 
72 ET iy LVS) wn UN ERE RRC gate Crd 1947-49 = 100 12001 Wale! 121.0 
Hoods (BUS eeyoma sc ct. «Mba > civ n c sislul ulbmieveloineas 1947-49 = 100 116.4 117.0 117.9 
Prices received and paid by farmers 
15 Prices received ate Albis Giarents ipySccin SSI aor Neen Gan 1910-14=100 240 245 248 
Prices PONG a termses teak eet aetna cea ee eee: 1910-14=100 296 296 295 
RET ALO tems, sale dP Pons ch Myce ee 1910-14=100 are SLT | 83 84 
Employment and unemployment (Census)? 
POCa ADOT PORER cae inc aaron eis e eso elas ase es Thousand persons 71,299 71,044 71,833 
17 Civilian PAO TOrCe whet omer a aierslccs omar a machine Thousand persons 68,513 68,225 68,994 
Civilian employanenten.s ercoce o kisais Sects ele Thousand persons 66,005 65,674 66,385 
MNontarmitemployiment \ nsec. <0 aches si accede the wes Thousand persons 59,168 59,156 59,562 
‘ MIMeMmMGyMeN EAM: MA Mees. chess deka ck cn akties _Thousand persons __ ___ 2,508 | 2,552 2,609 
Nonfarm employment (BLS) itera geen ee eee 
otal... ui... IR eal nme Seavey asec) ss 8) hehe! s'sie shes etapa Thousand persons S 52,507 752,644 752,844 
19 Employees in manufacturing. ...............0000. Thousand persons S 16,590 716,663 716,836 
Employees in nonmanufacturing................. Thousand persons S 35,917 735,981 736,008 
Production workers in durables manufacturing. .... Thousand persons S$ 7,364 fe (SS 7 thes hy) 
Production workers in nondurables manufacturing. .| Thousand persons S 5,369 r 5,387 r 5,398 
Average work week eae eh ae ee (een ann ee 
91 AME mea taaCe ns ING <otistoce het nice kd ore oa Hours 39.5 40.0 40.0 
IUTA DIGS THARIMACCITIDE «5,004 ois cis sis e 8% Fos Fmt we Hours 39.8 40.3 40.3 
Bo matinee bles sramimbn ct Ura os oop sees snes ours oe! ae 8 oe 
Average hourly earnings i a, | es 
23 Gena tA ACCUSING, news shairaaretele wis Ail oi.620 8\bs0ue baat Dollars 2.08 2.08 2.07 
Eyereblesimaniiracturine « . srs c octec.0 < sec Sees ne Dollars 74 919) TDD 2) rh hee A 
eres 0 pen aes remitactUrne nee + =< ++ « ov evien ey Dollars bids mise, i588 
Average weekly earnings [ooo te aR oo lal 
95 PANU EVAR ACETIGAIIS 615 it's le rorelein,s 6:6 wares 6/5 4 0403 &elen'els Dollars 82.16 83.20 82.80 
yee Dies NAMIACtUTINE Soe. ee os bh cee eee ea eee Dollars 88.36 r 89.47 r 89.06 
Noridurables manufacturing .....csacvce ese cosas Dollars 74.29 ¥ 75.24 74.26 
Personal income 
27 CE StALS rd areata Marsters serine a)atenetere ole tie 6, fas Gre meteiea sk Billion dollars S A 345.6 rv 346.6 346.8 
A DOE MNCOTH CON ert ictencet ie chess wiete op Aas © teres Gar = Billion dollars S A 247.9 r 249.5 249.7 
DENCE INCOME Ca Gt Ae aati Seem aeh debe ae erent a Billion dollars S A 104.5 r 103.9 104.0 
Instalment credit 
31 EEK PCASIOING Meira o, iv sce: apcupe-& Siete ate Vin ovis ine, avons loltstletnt arate Million dollars S n.d. 3,564 3,614 
Ra VAUGHT UR. ou ae oo eeoh a aes hate ataiiw: or sel a Dag minis Dobe debate Million dollars S n.d. 3,432 3,344 
Installment Credit outstanding. os ccc cis cn cic we vee Million dollars n.d. 33,159 33,045 30,7076 
New construction 
37 USCA ore pie Maras So stigttc ato el tates. vated eee a ate ete etek ome Million dollars S A 48,336 747,724 747,280 46,680 
PEA OTIV ACC it ses, aps oe apaetis yew i.d iphoto Levaverers ns ar tO Million dollars S A 33,900 733,516 733,420 33,336 
Private nonfarm residential. oj. o1s-c0 «0 be ween Million dollars S A 16,968 716,704 716,524 17,412 
Business sales and inventories 
EV OAL ATIVENLOLIES. v.steraeeteneals aca isp vis olel'e Giele ore ohare Million dollars S n.d. 91,400 791,300 86,9005 
pga Hell pelea Sie MePetet taste ato cela hetetcic-< ¥)slsisicu8 0m «i Sveke eves ole Million dollars S n.d. 56,300 57,000 54,2006 
39 Manufacturing inventories... ......cccceceeeeces Million dollars S n.d. 54,112 754,203 50,8426 
IVEGHTIISACE UT Eni Pe SALES adags chip sieisis asi = oxele spe ete © Sees aie Million dollars S n.d. 28,236 728,638 27,1466 
HU ELATU EI VETICOLICS: oc cteezaldnte cucts dis ieneln-Fusieiain ae wie. eie © Million dollars S n.d. 24,450 24,250 23,4306 
RUGHAILISAIES Waa aihe chia mee Reis a5 s.cc8le ss a6 wee aoa ew Million dollars S n.d. 16,919 17,030 15,8646 
Refail trade: Durable goods stores 
1 MIELE OLAS fen cate a oe deere erties ieveas tet cis lana abe ekcehgiela. Million dollars S$ n.d. 11,240 711,040 
4 NST is Loni cosrdeay axcare ondnenetaitie tone ere Panini rtacentr meee Million dollars S n.d. Lie. 5,740 
Duventory-sales tats. = vue sels ewsicy ereiiee aici bs na. 1.96 1.92 
Retail trade: Nondurable goods stores 
Berit OLTES cis ceieses,.secedvova hes cal tale tanaiaiia co) ste € mula hareke le, tare Million dollars S$ n.d. 13,210 713,210 
43 CAGE 5 ie AE ene Penicrs ar teitins mag oe omcnien Racine Million dollars S n.d. 11,197 11,290 
Inventory-Sales ratio... 06... cece e eee eee e tees i n.d. ere marek Team 
Durables mfg.: Sales and inventories 
Teen COLIES cnoyel sled ve:b, ots tere atn ghe) alinip aves eW-enels Veneifehintters.'s Million dollars S n.d. 31,741 731,742 29,451b 
45 SATs Mie sere eA Tat iatiat ole ciate anentets nck cnttohe (etaho valle on Gin tolianatievels Million dollars S n.d. 14,114 714,297 13,4495 
; Inventory-Sales ratio... 0.1... eee e eee ee etter bs BERETS, pelt 285 7 2.22 © 2.19b 
Nondurables mfg.: Sales and inventories “ 
pecantaneree EE CLI ES ele ois dienes es Million dollars S n.d. 22,371 722,461 21,3916 
47 RAGS eres Ce re in ie MIL eel seis ae. Sy 9:6 16 9 ash» 60 Million dollars S n.d. 14,122 714,341 13,697b 
bi n.d. 1.58 PLE Sh 1.566 
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Chartbook 


Page* Series 


Merchandise exports and imports 
Exports® 
Imports 


49 


Million dollars 
Million dollars 


1957 


Octoberp | September August October 


1,541 
1,008 


1,678 


Merchandise'export'surplus (incl. grant-aidshipments)| Million dollars 


Federal budget receipts and expenditures 
Defense expenditures” 
For quarterly data see below 


Money supply and turnover 
Privately held money supply® 
Total demand deposits adjusted and currency 
Deposit turnover: New York City 
Deposit turnover: 337 other centers? 


Bank loans, investments and reserves 
Loans!° 


51 


53 “i enid weanpeneg 0S 


ee ee 


Pe 


Borrowingsud Miaccecstiog octane tie eae aaa cena dont 
Excess reserves!” 


55 


CERF ESS We we sere aes es «wes wa ee Sy 


Diffusion index 
Industrial production 
Diffusion index 


ec 


ee 


Million dollars 


———— 
| | 


Billion dollars 
Billion dollars S 
1S. 


TS 


Million dollars 
Million dollars 
Million dollars 
Million dollars 
Million dollars 


1947-49=100 S 


its 
its 


Eight sensitive business indicators 
Residential building contracts............sc0.+080- 
Nonresidential building contracts 
New orders, durables 
Average work week 
Raw materials prices 
Stock prices, industrials 
New incorporations 
Business failures 


ec 
CeCe eC) CaCI ere Wee PO BOR AC a CL Cap 
ed 
CC ee 
i ee cr 
Ce 


Chartbook 


Series 
Page* 


Thous. sq. ft. fl. sq. S 
Thous. sq. ft. fl. sp. S 


Million dollars S 
Hours S$ 
1947-49 = 100 
1941-43 =10 
Number S$ 
Number S 


13,0426 
40.5 
90.7 

50.21 

12,040 

1,172 


III 
Quarterp 


III 
Quarter 


Gross national product 
ELOtaly, cits cirtteine 25S uatok hace ea cai ote oa ale mete 
Change in business inventories 
Final demand 


7 


Ce OWONCHOTOs EL ONONO) CnC Dec rac 


Billion dollars S 
Billion dollars S 
Billion dollars S 


A 439. 
A 
A 


ooo 


Components of gross national product 
Personal consumption expenditures 
Change from: previous quarter... 26.6 cesses. +s 
Gross private domestic investment 
Change from previous quarter...............0-- 
Government purchases of goods and services 
Change from previous quarter 


Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 
Billion dollars S 


ONAN 


A 
A 
A 
A 
A 
A 


WOWONO 


|) $$ $ | ff 


Disposition of personal income 
Lotalipersonalincome:.. acime<edee cee eee uremic: 
Disposable personal income... ..... 000. ususnccnee 
Personal consumption expenditures 
Personal saving 


Corporate profits 
Net before taxes 
Tax liability 
IN ELF DT ONES Heys ciehors ciate rai suscaneie ais che ese <i Oealtriedina eles 
Dividend payments 
RetainediedEnings). cmatiasideccises wae aeenio ee: ame 


Business expenditures for plant and equipment 
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Sources: Federal Reserve; Department of Commerce; Bureau of Labor Statistics; 
Tus Conrrrence Boarp; Department of Agriculture; Bureau of the Census; Se- 
curities and Exchange Commission; Treasury Department; F. W. Dodge; Standard 
& Poor’s; Dun & Bradstreet. 

. 1 Includes interest, taxes and wages. 2 Prices received divided by prices paid. ? Be- 
ginning May 1956, data based on 330-area sample. 4 Excludes personal contributions 
to social security, included in components. § Includes wages and salaries and “other 
labor income.” § Includes grant-aid shipments. 7 Military functions of the Defense 
Department. ® Demand and time deposits adjusted to exclude U. S. Government and 
interbank deposits; and currency outside banks. ® Excludes Boston, Philadelphia, 
Chicago, Detroit, San Francisco, Los Angeles and New York. ® All member banks, 
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1 From Federal Reserve Banks. 12 Weekly reportin; 

product, less change in business inventories. wi 
S-seasonally adjusted. A-annual rate. a-anticipated. For 
anticipated outlays are: Total, 37.17; Manufacturing, 16.20; and Nonmanufacturing, 


member banks. 1 Gross national 
‘or fiscal ‘gos beginning July 1. 
the IV Quarter of 1957, 


20.97. b-September, 1956 for monthly data; II Quarter 1956 for uarterly data. 
p-preliminary, r—revised. * End-of-month inventory, divided by sales during the 
month, + Debits (annual rate) divided by deposits. {{ Diffusion index stated as the 
average duration in months of expansion or contraction. n.a.Not available. “ Chart- 
book of Current Business Trends, (Fourth Edition), Taz CoNFERENCE Boarp, 1957. 
Copies available to Board Associates on request 


BUSINESS RECORD 


In the November Management Record 


Christmas Bonus—A “Plus” in Employee Relations—in the Board’s fifth annual 
Christmas bonus survey, 132 out of 157 companies will ‘‘probably” or ‘‘definitely”’ 
give a bonus this Christmas. Highlighted in the article are the size of the bonus, eligibility 
requirements and the formulas used by the participating companies. 


The Trend in Fringe Benefit Costs—Although over-all fringe costs have undoubtedly 
gone up in the past ten years, not all companies view this increase in fringes as an un- 
mitigated evil that they've been forced into. Some say they believe in providing ‘‘proper 
employment conditions, which include various fringe benefits.”’ 


Pay for Union Business During Working Hours—Do companies pay their em- 
ployees for time spent on union business during working hours? According to the Board's 
survey of ninety-six companies, only six do not pay for any time spent on union business. 
The practices of the other ninety firms are looked into in terms of what kinds of union 
business they pay for, and how they keep such costs ‘‘reasonable.”’ 


1957 Wage Negotiations in Manufacturing—This roundup of the significant wage 
settlements in manufacturing in the past year examines major trends and individual in- 
dustry patterns. Special attention is paid to the 119 contracts with deferred automatic 
increases which will affect the 1958 wage picture as well. 


Industrial Standardization—Company Programs 
and Practices 


This report deals with standards programs—how standards organiza- 
tions in more than one-hundred companies are set up, how they function, 
how they work with other companies and organizations. Nine case 
studies are included. 


Companies cite, among others, the following advantages of industrial 
standardization: 
Prolonged concentration can be given to a few best designs 
With product designs simplified, the relation between product and 
process requirements can be studied more closely 


More specialized equipment may be used, with payment require- 
ments met in long runs of the standarized items 

Investments in stock can be cut down and losses from deterioration 
or changing market values minimized through fast-moving in- 
ventories 

Work planning, production control, and other management pro- 
cedures can be simplified 

Better and more prompt service can be offered customers 


This report is Number 85 in the series of Studies in Business Policy. A full 
list of the studies now in print will be sent upon request. 


Published by THE CONFERENCE BOARD 
A460 Park Avenue, New York 22, N. Y. 
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hatibook of Current Business Trends 


28 charts—covering over 100 major business indicators® 
28 close grids—for easy updating of latest recurring data 
28 tables—shori arrays of recent figures 


28 chart insets—for quick scanning of long-term trends 


NOW, more than ever, you should have and keep this panoramic view, 
in depth, of the current business scene 

Initial copies of this FOURTH EDITION are available to all Associates on 
request, without charge... extra copies at a dollar and a half, plus 
postage ... ask for your copy today ... quantity orders—at our usual 
discount—will be filled as long as the supply lasts. Address inquiries 
to The Conference Board, 460 Park Avenue, New York 22, New York. 


